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Micro credits have become an important tool in development efforts globally as well as at the 
national or local level. They are also increasingly linked to sustainable forest management and 
its role in poverty reduction in developing countries. The potential of micro credits in 
alleviating poverty is now recognized worldwide. Governments, donors, development
agencies, banks, researchers and consultants are also increasingly interested in microfinance. 
In Laos, poverty is still widespread, and it has strong geographic characteristics with the poor 
concentrated in the remote and mountainous north and in the southeast along the border with 
Vietnam where many ethnic minority groups live. In Laos the official poverty reduction and 
economic growth strategy has been led by the country’s ongoing transition to a market 
economy, and it is also increasingly affected by the rapid economic development of 
neighbouring countries.
The objectives of the present study were (1) to analyse the livelihood assets (natural, physical, 
financial, social and human capital) and activities of selected households with the emphasis 
on a comparison between poor and non-poor households and those which had and had not 
received a micro credit, (2) to assess whether the well-being of the villages and households 
had improved as a consequence of the application and implementation of village development 
funds, that is, micro credits, and which were the factors affecting poverty, and (3) to evaluate 
provincial level forestry and district leaders’ and other leaders’ opinions on village 
development funds in contributing to well-being. The selected context was an ongoing, 
internationally supported project in Laos, the Sustainable Forestry and Rural Development 
Project in the Lao PDR (SUFORD).
Microfinance comprises formal and informal services available to individuals living on low 
incomes, to help them save, borrow, manage risks and move money. With respect to 
ownership, an important goal of aid agencies has been to strengthen the network of 
microfinance organisations that are able to provide more and better microfinance services on a
sustainable basis. In this study the role of microfinance organizations was taken and 
performed by the Village Development Committees (VDCs).  
The theories of sustainable livelihoods and entrepreneurship were used in analyzing the 
impact of micro credits on the welfare of villagers and their livelihood assets. The theory of 
sustainable livelihoods guided the development of the empirical framework. It comprises five 
key resources and assets, namely, those related to human, natural, financial, social and 
physical capital. The vulnerability dimension of the theory of sustainable livelihoods refers to 
the seasonality, trends and shocks that affect people’s livelihoods. 
The access to various levels and combinations of assets has a major influence on people’s 
choice of livelihood strategies. Different livelihood activities have different requirements, but 
the overall principle is that those who are closely linked with a wide range of assets are more 
likely to be able to make positive livelihood choices. The theory of sustainable livelihoods 
predicts that as the wealth of a household increases (in land and non-land assets), the less risk-
averse will it be and that therefore the more willing it will be to undertake investments with 
uncertain returns. In the present study, risk aversion was defined as a micro loan, which had 
been borrowed or taken by a household. Using a sustainable livelihoods framework led to an 
assessment on whether and how well-being had improved in households and villages covered 
4by the project as a consequence of micro credits, and an assessment on the factors underlying 
poverty. 
The present study used different data sets and various analytical methods. First, village and 
household survey data were used. These data were collected in the field in the form of 
interviews with closed questions. Village heads were interviewed, as well as the heads and the 
members of the selected households. In total, 76 villages were studied and 1,518 households 
were interviewed. The village development financing system was assessed through provincial 
and district level semi-structured interviews, focusing in particular on the adequacy and 
appropriateness of the development financing guidance, tools and training. The opinions of 
provincial level forestry leaders and district governors on the contribution of village 
development funds to the well-being of the villagers were also investigated with interviews. 
Similarly, interviews were used to clarify whether representatives of the village groups (sub-
forest management areas) were satisfied with the income received from an existing timber 
benefit-sharing system.  
Overall, the quantitative analysis suggested that the effects of the SUFORD project and micro 
credits in the form of village development funds were small or non-existent. However, the 
quantitative analysis could define specific factors related to poverty as follows: ethnic origin, 
glutinous rice production during the wet season, the farm area, the goods and chattel situation 
as compared to the situation three years earlier, the house type compared to the situation three 
years earlier, and the off-farm income of the household. 
In contrast to the quantitative analysis, the major result of the qualitative analysis was that the 
SUFORD project had improved the welfare situation of the households and villages. The 
positive results of the qualitative analysis might be explained by the fact that the SUFORD 
project was perhaps regarded by the rural communities as much more powerful than it really 
was. 
Key words: micro credit, microfinance, village development funds, welfare, well-being, Lao 
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1.1 Poverty and microfinance 
Sustainable economic development has become a modern-day criterion for assessing the 
acceptability of development policies. Steady economic growth is a valuable social objective 
because it raises the standard of living of many people. Although some redistribution of 
wealth may help alleviate poverty, economic growth is usually thought of as a more important 
goal (Cubbage et al. 1993). Eliminating poverty is necessary to stop the accelerating decline 
in the planet’s stock of basic capital: its forests, soils, species, fisheries, waters and 
atmosphere (MacNeill 1989).
Micro credits have contributed to sustainable development in many parts of the world. There 
have been government policies on the role of micro credits in the rural development process 
for more than four decades (Moll 2005). Hence in many places microfinance has supported
rural development. In the 1960s and 1970s, government policies focused on the provision of 
agricultural credit as a necessary support for the introduction of new, more productive 
agricultural technologies that would concurrently improve farmers’ incomes and provide food 
for the nation. Later, the focus extended to include credit provision to the rural population 
engaged in other enterprises, such as trade, handicrafts and small-scale industry (Moll 2005).
Continual experimentation within product design, delivery methodologies and institutional 
structures, implemented mainly by practitioners in developing countries, led to the emergence 
of specialized financial institutions that specifically served the poor called microfinance 
institutions (MFIs); ‘micro’ because of the relatively small size of the transactions (loans as 
small as USD 50 or savings deposits as small as USD 5) and ‘finance’ because these 
institutions provide financial services (World Bank 2004). Presently the international 
development agenda is dominated by the Millennium Development Goals, with poverty 
alleviation heading the list of goals, and with micro credits firmly linked to this goal (Moll 
2005). 
Microfinance for loans1 is provided to people who farm, fish or herd. It is also provided to 
people who operate small enterprises or microenterprises where goods are produced, recycled, 
repaired or sold. Microfinance is given to persons who provide services, who work for wages 
and commissions, who gain income from renting out small amounts of land, vehicles, draft 
animals, or machinery and tools, and to other individuals and groups at the local level of 
developing countries, both rural and urban. Many such households have several sources of 
income (Robinson 2001). Microfinance usually refers to very small loans to low-income 
clients for self-employment, often with simultaneous collection of small amounts of savings.
According to Karlan and Goldberg (2007), there are at least nine traditional characteristics of 
microfinance: (1) small transactions and minimum balances (whether loans, savings or 
insurance); (2) loans for entrepreneurial activity; (3) collateral-free loans; (4) group lending; 
(5) target poor clients; (6) target women clients; (7) simple application processes; (8) 
provision of services is underserved communities; and (9) market-level interest rates. Many 
programmes offer separate savings products, and remittances and insurance are becoming 
popular innovations in the range of services offered by financial institutions for the poor. 
1 Generally, microfinance for loans (that is, micro credit) is the provision of small-scale financial services to 
people who lack access to traditional banking services (Karlan and Goldberg 2007). A more detailed definition 
of microfinance and other concepts will be provided in chapter 3.1.
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Today, it is no longer only institutions for the poor that offer microfinance services. 
Commercial banks and insurance companies, for instance, are beginning to penetrate new 
markets (Karlan and Goldberg 2007).
Evidence from the developing world suggests that poor people often require credit to satisfy 
immediate consumption rather than for investment needs (Mosley et al. 1998; Matin et al.
2002). The purpose of the savings services is to allow savers to store excess liquidity for 
future use and to obtain returns on their investments. Credit services permit the use of 
anticipated income for current investment or consumption. Generally, microfinance services 
can help low-income people decrease risk, improve management, raise productivity, obtain 
higher returns on investments, increase their incomes and improve the quality of their lives 
and those of their dependents (Robinson 2001). Consciousness of the potential of forest
resources for poverty alleviation is increasing, which will certainly boost the demand for 
microfinance services in the future (FAO Forestry Paper 2005).
Micro credit loans are planned to be provided at market rates of interest which guarantee that 
the MFIs can recover their costs but which are not too high to lead to supernormal profits on
the poor (Karlan and Goldberg 2007). Micro credit relates to microfinance as follows: 
governmental and non-governmental organisations in many low-income countries have 
introduced small-scale and group-based credit programmes targeted to the poor, such as 
Grameen Bank, Bangladesh Rural Advancement Committee (BRAC) and Bangladesh Rural 
Development Board’s Rural Development RD-12 programme. Many of these programmes 
attract women in particular since they are more likely to be credit-constrained than men and
have restricted access to the wage labour market; they often also have an unequal share of 
power in household decision-making. Many of these programmes allocate loans for 
production purposes only (Pitt and Khandker 1998). Poverty not only relates to economic 
aspects, but is also closely related to self-esteem. One of the ideas behind the Grameen Bank 
is to work with women who feel powerless, to make them conscious of their advantages and 
to encourage them to use their resources. The Grameen Bank model must be adapted to local 
conditions in each country but also be based on the Grameen Bank principles (Grameen 
Bank/micro-credit ideas 1996). The average loan size was less than USD 20 when the Bank 
commenced its operations (Prahalad 2006).
The Grameen Bank not only provides banking services, but also serves to mobilise people. 
The empowering aspect is as important as the economic aspect. Women, for instance, have 
decision-making powers over the type of activities they undertake. Women themselves decide 
on the amount of time they want to dedicate to these activities, and they decide whether they 
want to diversify their income-generating activities. By establishing a network and given the 
resulting support, women are in a position to assist each other and to benefit from each other’s 
experiences. Successful members of a group may act as advisers for others. The system 
provides freedom and flexibility. Each group is linked with other groups, and the experience 
of individual members of one group becomes available to other groups, forming an expanding 
network. The group members are able to co-operate when buying intermediate goods for 
production and in the marketing of their products. The model works well both in urban and in 
rural areas (Grameen Bank/micro credit ideas 1996). There are over 17,000 microfinance 
operations that are modifications of the Grameen concept all over the world (Prahalad 2006).
Hossain (1986) found that 91 per cent of Grameen Bank members improved their economic 
conditions after joining the Grameen Bank and receiving micro credits. The need for other 
services (education, health, water, infrastructure, etc.) was also important in this respect. 
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Banks in developing countries usually serve no more than 20% of the population leaving the 
rest with little, if any, access to financial services. The unprovided for majority, which 
employs as much as 60% of the economically active population, depends on entities providing 
microfinance services which are non-formal or semi-formal institutions that are not subject to 
strict regulations like formal financial institutions such as banks. The capability of most 
microfinance institutions (MFIs) to leverage capital and mobilize external resources is 
generally limited. To support outreach to low-income clients, donated resources are generally 
taken as debt and increased by borrowing from formal financial institutions or large 
institutional and individual investors, or by accepting limited deposits from the public (van 
Greuning et al. 1999). 
A large amount of research has been devoted to the microfinance sector. Overall, the 
objectives of the microfinance industry can be divided into two groups: outreach to the 
poorest of the poor and the sustainability of financing services. Micro credits often provide
micro-entrepreneurs and poor families the critical access they need to credit and other 
financial services. By providing financial services to the economically active poor, MFIs 
expand the frontier of the financial sector, drawing previously excluded groups of people 
(often an extensive proportion of the population) into active participation in the financial 
system, increasing the economy’s financial depth and generating more broad-based economic 
growth. Micro credits also play a role in the social dimension of poverty. Very often, gaining 
access to financial services is a critical stepping-stone in linking a poor person (particularly 
women) to a broader economic life and in building the confidence needed to play a role in the 
larger community. Micro credits also have their limitations. According to the World Bank 
(2004), extremely poor people who do not have any stable income, such as the poorest of the 
poor and the homeless, should not be micro credit clients. As a matter of fact, empirical 
evidence and the experience of MFIs indicate that a great number of the poor, especially the 
extremely poor, exclude themselves from micro credit. This finding is not surprising, if it is 
understood that micro credit will only push these people further into debt and poverty with 
loans that they cannot repay. The poorest of the poor need social safety net programmes that 
can help them with basic needs rather than financial services for money that they barely have 
(World Bank 2004). Hence the World Bank promotes the objective of sustainability with 
regard to micro credits taking into account that the poorest of the poor cannot necessarily pay 
back the micro credits to the MFI.
In recent years, research has concentrated on the tools used to assist donors in their 
assessment of the institutional performance of microfinance institutions. One example of such
tools is the Format for Appraisal of Microfinance Institutions of the Consultative Group to 
Assist the Poor, which contains practical guidelines and indicators for measuring MFI 
performance on a range of issues, including governance, management and leadership, mission 
and plans, systems, operations, human resource management, products, portfolio quality and 
financial analysis (CGAP 2003). Moreover, previous research has concentrated on reviewing 
the financial intermediation methodologies developed by commercial banks to provide 
financial services to the poor in rural and semi-urban areas in selected developing countries 
(Gallardo et al. 1997). 
The need for the present study came about as there was a demand for and interest in 
investigating the impacts of microfinance in the Sustainable Forestry and Rural Development 
Project (SUFORD) in the Lao PDR. The microfinance and poverty context is a topical issue 
in Laos as it belongs to the least developed countries in the world. Widespread poverty and 
the difficulty in accessing credit and markets is a problem in many developing countries and 
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especially in the Lao PDR. A 2009 estimate of poverty in the Lao PDR documented a national 
poverty rate of 26% (CIA 2010). Although the poverty rate for the country is decreasing, the 
inequality between rich and poor is increasing especially between the diverse ethnic groups as 
well as the rural and urban population, and between gender groups. Poverty reduction and 
access to credit have important roles in the Country Assistance Strategies of the World Bank
and in national poverty reduction and growth strategies of many developing countries. The 
impacts of micro credits for the poor could be reviewed through livelihood assets in the form 
of natural, physical, financial, social and human capital.
Microfinance has become one of the main means towards sustainable financing in rural areas 
in developing countries and in poverty reduction. Micro credits as a poverty tool has not been 
studied sufficiently. Little documentation is available on the specific subject of microfinance 
in relation to forest communities (FAO Forestry Paper 2005). It is evident that little research 
has been conducted on forest-based communities and their connection to micro credits as well 
as the borrowers’ point of view of micro credits and their impact.
The research question in this study is based on poverty and access to credit among the target 
Lao communities and an investigation into whether their social welfare has increased as a 
consequence of the access to credit. In the last two decades the frameworks for household 
livelihood security have been studied and developed in a variety of institutions such as the 
International Food Policy Research Institute (IFPRI) and in many departments of applied 
anthropology (Lindenberg 2002). In the developing world the problem is that families often 
maintain a fragile equilibrium along the relief to rehabilitation to development continuum and
can frequently end up in crisis (Leaning et al. 1999). Families in a fragile equilibrium can 
usually meet most basic needs but may require some outside assistance at some times of the 
year (Webb and Harinarayan 1999). A good additional means to combat these crises can be 
micro credits, the potential impacts on welfare of which will be investigated in this study. The 
present study also strives to give further information on the poor who lack collateral and 
previous access to credits. The starting point of the study was the premise that a need exists 
for local level micro credits.
1.2 Purpose of the study
The general aim of this study was to investigate whether the well-being and the livelihoods of 
the villagers and households who took part in the SUFORD project had improved as a result 
of micro credits. The main objective of the present study was to assess the effectiveness of the 
funding system in achieving the goal. The specific objectives of this study were:
 To analyse the livelihood assets (natural, physical, financial, social and human
capital) and activities of selected households with the emphasis on a comparison 
between poor and non-poor households and those which had and had not received 
a micro credit.
 To assess whether the well-being of the villages and households had improved as a 
consequence of the application and implementation of village development funds, 
that is, micro credits, and which were the factors affecting poverty.
 To evaluate provincial level forestry and district leaders’ and other leaders’ 
opinions on village development funds in contributing to well-being.
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The main hypothesis of this study was that household welfare increases as a consequence of 
village development funds.
The Lao PDR was selected as the target research country and area in order to study the effects 
of the microfinance via the Sustainable Forestry and Rural Development (SUFORD) Project.
This project also provided the opportunity to conduct the present study. The impact study was 
also well supported by the project’s personnel. 
One general approach was to receive subjective accounts from households and villages, from 
both genders, in different situations about wealth-ranking indicators and possible changes in 
the wealth of the households created by village development financing activities. 
Although this study did not involve a programme evaluation, there are some characteristics in 
it which refer to such an evaluation. An analysis of a project’s impact on poverty is part of 
such a programme evaluation, and this study also analyses the impact of the project’s village 
development funds on poverty. The guidelines for a programme evaluation in this case state 
that an analysis of the project’s impact on poverty must be based on systematic appraisals and 
studies, which are themselves based on reliable indicators and which are made regularly 
(Ministry for Foreign Affairs of Finland 1999). The purpose of the present study was to make
an in-depth and systematic poverty impact assessment of the micro credits. This study 
benefited from an existing baseline study (Jones 2005) in which reliable indicators were used.
According to the evaluation guidelines, there are different evaluation methodologies available 
for any given case. It is also possible to combine more than one method for collecting or 
analysing information. To verify the accuracy of the information, it is advisable to set data 
collected from different sources by different means against each other and then compare them 
(Ministry for Foreign Affairs of Finland 2007). The present study combines two methods: the 
quantitative and qualitative methods for gathering and analysing information.  
In this study risk aversion was taken into account based on whether a household had taken a 
micro credit or not. Those households which had taken a micro credit were assessed to be less 
risk averse than those which had not taken the micro credit. The less risk averse households 
were estimated to be more willing to undertake an investment with uncertain returns and to 
take a loan despite the uncertain repayment capacity of the household. This study 
concentrated on the employment and income components amongst the benefits of community 
or social forestry. These benefits can be, for instance, the production and sale of wood for fuel
and charcoal, poles and logs, and gums, resins and oils. 
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2 CONTEXT – POVERTY REDUCTION AND RURAL DEVELOPMENT 
POLICIES IN THE LAO PDR
2.1 Poverty eradication and market integration
The Lao PDR is one of the poorest countries in the world. The major Lao government 
strategy which is guiding and providing a framework for the development and implementation 
of all government poverty reduction programmes is the National Growth and Poverty 
Eradication Strategy (NGPES). This strategy was elaborated from the National Poverty 
Eradication Programme (NPEP). The NGPES is serving as the Poverty Reduction Strategy 
Paper (PRSP) requested by the International Monetary Fund (IMF) and World Bank. The 
NGPES was approved by the National Assembly and submitted to the World Bank and IMF 
in 2004 (IMF and IDA 2004; NGPES 2004). The underlying objective for Laos was to no 
longer be categorized as a least developed country by 2020. According to the strategy, the 
goal is to reduce rural poverty and conserve natural resources through the holistic 
transformation of upland livelihoods (Thomas 2003). 
The majority of households continues to rely on farming to meet their needs. However, the 
country is also going through an important transition as the market extends into previously 
remote rural areas (Bouahom et al. 2004). The Lao PDR’s long-term national development 
goal is to be reached through sustained, equitable economic growth and social development, 
while safeguarding the social, cultural, economic and political identity of the country. The 
foundations for reaching this goal have been laid in the country by the National Growth and 
Poverty Eradication Strategy (2004):
 Moving consistently towards a market-orientated economy;
 Building-up the needed infrastructure throughout the country; and 
 Improving the welfare of the people through greater food security, the extension of 
social services and environment conservation, while enhancing the spiritual and 
cultural life of the multi-ethnic population in Laos.
Market integration has been one of the guiding principles of the Lao development strategy 
since it embraced the New Economic Mechanism (NEM) in 1986 and commenced the reform 
process. It is considered that the continuation of poverty in the country is due to the isolation 
of a large part of the population from the market and the state (Rigg 2006a). The wider picture 
can be drawn with a degree of certainty: Laos is on a path that will make it more based on 
monetary value, more commoditised, more liberal and more integrated. There is less 
confidence in terms of how these policy decisions taken at the centre can be extended to local 
people in terms of livelihoods. Important questions regarding broadening inequalities and 
changing patterns of vulnerability in Laos are only thinly understood (Bouahom et al. 2004). 
A top priority for the government of the Lao PDR is to modernize the agriculture and forestry 
sector in a way that fully meets sustainable practices and that achieves food security and 
better livelihoods for all Lao people. The goal of poverty reduction and graduation from Least 
Developed Country (LDC) status by 2020 depends on a more productive agriculture and 
forestry sector (National Growth and Poverty Eradication Strategy 2004). 
Livelihoods in the rural south, in many places and for many households, continue to depend 
on smallholder agricultural production. Globally the large majority of people in the south live 
in the countryside and the livelihoods of most, it would seem, are dependent on cultivation 
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(Rigg 2006b). This is also the situation in Laos where 80% of the population lives in the 
countryside. Moreover, in Laos the importance of forests in the economy is pronounced: in 
1998, wood and wood products comprised 34 per cent of total exports (World Bank 2001). 
Forests have also filled and continue to fill a central livelihood role for rural families. For the 
government of the Lao PDR, rural development is central to national development. More than 
50% of GDP is generated by the agricultural sector, and the 1998/1999 agricultural census 
recorded that 84% of households were engaged in farming (ADB 2000; Lao PDR 2000b). 
The Lao PDR is highly dependent on natural resources. However, while in 1960 
approximately 73% of the country was covered by mature forest, several sources point to a 
reduction of between 40% and 47% in forest cover by the 1990s (Badenoch 1998; GTZ/MRC 
1998). The rapid rate of population growth is regarded as one of the main factors contributing 
to these changes (Roder 1997; Pravongviengkham 1998). About 80% of the population relies 
on the natural resources base for its livelihood and almost 60% of Foreign Direct Investment 
is related to the country’s natural resource base. Shifting cultivation, that is, a type of farming 
in which the land under cultivation is periodically shifted so that fields that were previously 
cropped are left fallow and subject to natural forest regeneration, is the dominant land use 
system of upland in the Lao PDR and about 300,000 families are either fully or partially
working in shifting cultivation, corresponding to about 40% of the population (Hansen 
1998b). Between 300,000 and 450,000 hectares are used annually for shifting cultivation, but 
the total area in the shifting cultivation cycle is estimated to be just over two million hectares 
(Hansen 1998b). Based on this information, the cultivation cycle would be 5-7 years, which 
appears to be a too long period as compared to the actual existing situation. In the Lao PDR, 
shifting cultivation is very much based on the cyclical use of young secondary vegetation, 
though limited use of older forest also takes place in certain areas (Hansen 1998b).
Poverty rates in the Lao PDR fell from 46% (1992) to 34% (2002) due to economic growth 
rates of 6% and higher. Poverty, however, remains throughout the country and the major 
challenges include food security (37% of children under five are malnourished), access to 
clean water resources and sanitation, ensuring environmental sustainability, limited access to 
cultivation land, education and employment (UNDP 2009). Not only is agriculture the key 
sector in Laos but most of the rural population are connected with livelihoods that are 
subsistence in orientation. About 94% of farm households produce mainly for their own 
consumption and it is claimed that no rice is marketed in half of the villages in the country 
(Lao PDR 2000b; World Bank n.d). 
Rice is by far the most important crop and is farmed as a monoculture or mixed with other
crops on most of the farming area. Households focus their activities on obtaining self-
sufficiency in rice and generating some income – frequently from the sale of livestock – to 
purchase basic necessities, such as clothes and medicine (Pravongviengkham 1998). Draft and 
other animals are seen primarily as a capital investment, which can provide cash income in 
times of scarcity not least because livestock prices are generally stable compared to 
fluctuating crop prices (Hansen 1998a). There are ways in which rural households in Laos 
have increased incomes and improved livelihoods even in the context of a deteriorating 
natural resources base, largely through beginning the process of delinking their livelihoods 
from the forests. The delinking of livelihoods from the forests is also closely related to 
marketisation and supportive government policies. Marketisation, then, can be both poverty 
creating and livelihood improving. The critical factor, though, is that opportunities are not 
open to all communities or to all households and individuals in all communities. Inequality of 
access is the rule (Rigg 2006a). 
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For the poorest villages, increased vulnerability is a current issue. For example, in the village 
of Sisangvone in Vientiane province’s Kasi district not a single household is rice secure and 
the large majority, 40 out of 46 households, produce rice sufficient for only six months’ (or 
less) consumption (FAO 2002). The fact is that rice paddy sites are very limited and upland 
fields (hai) are often the main source of rice, along with other products (Poverty Reduction
and Shifting Cultivation Stabilisation 2004), which is the current situation in Laos. Yet one of 
the few ways in which the families of Sisangvone can improve their rice deficit and meet their 
growing need for cash is through the collection and sale of NTFPs (Rigg 2006a). 
Patterns of poverty are seen to be closely linked to issues of physical access, a view which is 
emphasized in the World Food Programme’s summary of the situation in Laos: “Many studies 
and informants in the Lao PDR note poor road access throughout the country as a major 
problem to the welfare of communities…. There is general agreement that the most isolated 
villages are the most disadvantaged” (WFP 1998, p. 3). The World Bank, for example, offers 
the view that there is an insufficient transport and communications infrastructure in the Lao 
PDR (World Bank 1999). Pearse (2006) argues that in some of the poorest communities in the 
Lao PDR existing roads and trails were seldom accessible throughout the year and villages 
were regularly isolated during the wet season when these access routes became impenetrable 
due to flooding and landslides. 
Only just over 50 per cent of the national road network is paved, and about 70 per cent of the 
national road network is open throughout the year. There is limited use of the provincial and 
district road network during the rainy season; less than 60 per cent of district centers have 
access all year around. More than 40 per cent of villages are six kilometers or more from a 
main road and nearly half are not accessible during the wet season (National Growth and 
Poverty Eradication Strategy 2004). 
In 2009, the government of Laos reviewed the implementation of the decree on district 
restructuring, providing further instructions on the classification of districts into three 
categories: urban, rural and rural-poor. It is estimated that the restructuring will increase 
efficiency by rationalising the number of offices. The Poverty Reduction Fund (PRF), 
supported by the Swiss Development Cooperation (SDC) and the World Bank, completed its 
seventh cycle of operations and expanded to 21 districts during 2009. It now operates in seven 
provinces. Discussions have commenced to develop it into a national programme. The 
development of a Personnel Information Management System (PIMS), which is anticipated to 
provide a platform for a unified human resource management process across the country, 
continues to be supported by the Governance and Public Service Administration Reform 
Program (GPAR). A study on gender in governance supported by the UNDP in cooperation 
with the Public Administration and Civil Service Authority (PACSA) and the Lao National 
Commission for the Advancement of Women has also been drafted. The trade development 
agenda is perceived by the government of Laos as the driver of economic growth and poverty 
alleviation. Trade-related support is coordinated via the government’s National Integrated 
Framework Governance Structure (World Bank 2010). 
Until recently population movements have been constrained by a number of factors in Laos: 
the restricted physical infrastructure and the difficulties and relative expense of travel; the 
policies of a government which intended to limit human mobility; the effects of a long-term 
civil war; the lack of resources available to most households; general land amplitude; and a 
wider regional conflict that closed international borders and constrained cross-border 
movements. There is an embedded view among government officials and international 
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agencies in Vientiane that mobility is limited and livelihoods are predominantly based on in 
situ activities. However, it appears that mobility at the beginning of the twenty-first century is 
remarkable and growing, and that in some areas of the country, especially in those provinces 
neighbouring Thailand, it is becoming a central component in rural livelihoods (Rigg 2007). 
One unpublished study, undertaken in late 2000 and 2001, indicates that mobility is 
increasing and has reached significant levels in some areas. The study concentrated on eight 
villages in the provinces of Xayabouri in the north and Saravan in the south (Lao PDR 2001). 
In Saravan province between 12% and 20% of villagers had been, or at the time of the survey 
were, working in neighbouring Thailand, while for Xayabouri province the figure ranged 
from 1% to 10%. 
The government of Laos has adopted an area-focused development approach, which places a 
high priority on more sustainable land use and the identification and nomination of agro-
ecological classifications. Forest conservation is an essential part of this approach. Therefore, 
the area-based approach addresses directly or indirectly the issue of the dynamics of 
population mobility in Laos. A major part of Laos’s population has always been a population 
on the move, for a number of reasons: in the past, as a consequence of 60 years of war, but 
also through shifting cultivation and poppy cultivation and other factors (road development, 
available development zones and/or markets, etc). Villages, and especially the poorer ones, 
have a great deal of resilience in addressing the characteristics of the uplands, including 
moving to more favourable areas to have better lives and choosing new survival strategies on 
their own initiative, according to National Growth and Poverty Eradication Strategy (2004). 
Migration is typical of the cross-cutting issues that Poverty Reduction Strategy Papers seem 
poorly equipped to deal with, and it thus provides a suitable example of the mismatch 
between micro livelihood priorities and macro policy formulation that tends to occur a lot in 
practice (Ellis and Allison 2004). 
In late 2000, the International Labour Organisation (ILO) undertook a survey of illegal 
migrant workers to Thailand from 13 villages in seven districts in the three Lao border 
provinces of Khammuane, Savannakhet and Champassak, which are also the present study’s 
provinces. The survey covered 1,614 families. This is, so far, the most complete picture of 
levels of mobility and of some of the underlying conditions and forces which are driving the 
process. On the basis of this survey, it would seem that the level of human mobility has 
increased dramatically in the years since the mid- to late -1990s, so that by 2000 between 3% 
and 13% of the populations of the studied communities were working in Thailand. Lao illegal 
migrants, mainly young, are being channelled into low wage employment in the textile 
industry, construction, ‘entertainment’, food processing, and domestic work, as well as on to 
farms. In some of the study villages, migration to Thailand had become so pronounced that it 
had begun to influence the availability of labour for agriculture and a clear ‘gap’ has emerged 
in the labour force amongst those aged 15-18 years (Phetsiriseng 2001). Hence migration and 
mobility are playing a growing role in livelihoods in rural Laos. Remittances are amongst the 
most crucial aspects of migration, in particular for the migrants’ areas of origin. According to 
Deelen and Vasuprasat (2010), 95 per cent of Lao migrants had transferred money home. 
There is a need to link economic remittances (money) to the social and cultural changes that 
lead to migration and are strengthened by it. It is also worth considering, in this context, 
Kusakabe’s work (2004) in Xayabouri and Khammuane provinces where weaving and the 
production of sticky rice boxes were being subcontracted by entrepreneurs in Thailand to 
villages in Laos. Although people did not leave the villages, ideas, marketing expertise, 
technology and credit entered rural spaces, and in so doing commenced a process of re-
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working gender relations and livelihoods in some of the communities concerned. In this 
example mobility is implicated in rural development, but it does not involve human mobility 
(migration) as classically portrayed, but rather the migration of opportunities to villagers who 
might otherwise become migrants. 
Biodiversity is prospering in Laos, 1,250 species of vertebrate wildlife (Duckworth et al. 
1999) have been identified while the plant diversity is largely unknown since no national
herbarium exists (Sawathvong 2003). The use of NTFPs in the Lao PDR is extremely diverse. 
Most NTFPs are locally consumed, but a study from 1996 found that NTFPs provide up to 
50% of rural income and 2.5% of national export earnings (Foppes and Ketphanh 1998). 
These figures prompted enthusiasm about the role of NTFPs in socio-economic development 
through the development of the NTFP sub-sector in the Lao PDR (Ingles et al. 1998). 
However, data collection on the national and local trade of NTFPs has been limited since 
1998 and knowledge of the current trade of NTFPs in the Lao PDR is therefore limited to 
quotas issued at national level (Manivong 2001). 
Generally, collecting NTFPs is characterised by low or medium returns to labour, low capital 
and skill requirements and open or semi-open resource access. Hence NTFP extraction can be 
perceived as the easiest activity that marginalized people can turn to when other possibilities 
are limited (Angelsen and Wunder 2003). According to the national forestry law, NTFPs can 
be collected for family economic necessity. However, inconsistent knowledge of the 
regulations and a lack of documentation mean that the rules are not implemented (Nurse and 
Soydara 2002; Enfield et al. 1998). Sustainable levels should ideally be set by quotas that are 
based on an assessment of NTFP resources; in reality they are rather influenced by financial 
incentives. Normally the setting of quotas is slow and not always transparent (NAFRI, NUoL, 
SNV 2007).
At present there are no NTFP inventory procedures available. Part of the difficulty is that little 
is known about the reproduction, stocks, yields and ecology of many NTFPs. Most at risk are 
products that are strongly in demand, harvested destructively and regenerate slowly. 
Biological characteristics, such as life form, growth rate, reproductive biology, distribution, 
habitat characteristics and population density all determine how often or how intensively a 
species should be harvested (NAFRI, NUoL, SNV 2007). Consequently NTFP extraction as a
main livelihood strategy can be interpreted as either a ‘safety net’ and/or a ‘poverty trap’ for 
marginalized rural people (Angelsen and Wunder 2003). 
From experiences concerning NTFP development in Laos, three key concepts seem to 
emerge. First, NTFPs are heavily connected to livelihoods, food security and poverty 
alleviation. Secondly, NTFPs are a very useful starting point for community-based resource 
management and biodiversity conservation. Thirdly, NTFPs are a likely basis for rural 
development and private sector development. The most urgent use of NTFPs is for the daily 
subsistence of most rural people. This is possible because of the country’s relatively low 
population density and high proportion of forest cover. Until recently, small groups of people 
still lived completely on collected and hunted forest products in the jungles of Laos (NAFRI, 
NUoL, SNV 2007).  
Cash income normally provides only a limited part of total family income in the Lao PDR 
(Foppes and Ketphanh 2004). Most products gathered in the forest are directly consumed 
without entering the cash economy, and it is for this reason that their economic importance is 
often overlooked. About 60% of all NTFPs gathered are sold to buy rice in times of shortage, 
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thereby, providing a key food security mechanism for rural households (NAFRI, NUoL, SNV 
2007). The poorest families may be obliged to sell the major part of what they collect. It has 
been estimated that the average rural Lao household consumes the equivalent of 280 USD of 
NTFPs per year, equal to 40 per cent of total rural household income (World Bank 2001). It 
should be taken into account that in the poorest families, labour availability is often limited by 
ill health or a high death rate and hence these families cannot always benefit fully from 
NTFPs. The poorest people, and especially women and ethnic minorities, are usually those 
who depend most on NTFPs for household use and income (NAFRI, NUoL, SNV 2007).
Underdeveloped credit markets in the Lao PDR have increased the growth of the micro credit 
markets. With the near-absence of credit and insurance markets, and with serious cropping 
instability, households which hope to smooth income and consumption patterns over time 
need to diversify their incomes, supplementing cropping with non-cropping activities. In 
some cases they also have to seek other financing opportunities such as micro credit. Portfolio 
and risk theory proposes that the riskier the agriculture, and the less correlated the returns of 
agriculture and non-agriculture, the more diversified household incomes will be (Reardon et 
al. 1992). 
Rigg (2006b) states that there is an ongoing transformation in livelihoods and human well-
being in the South-East Asian developing countries including Laos. According to Rigg’s 
study, occupations and livelihoods in the countryside are diversifying, and occupational 
variety is becoming more common and more underlined. The balance of household income is 
shifting from farm to non-farm, and livelihoods and poverty are becoming farther from 
farming (Rigg 2006b). Larsen et al. (2009) have come to somewhat different conclusions. 
According to them, agriculture will still give the biggest share of employment in several 
countries in the future in line with the fact or assumption that it will be one of the largest 
economic sectors of comparative advantage. Furthermore, the authors have argued that 
agricultural productivity growth is a key factor in global poverty reduction by increasing 
farmers’ incomes and in the long run reducing food prices. Finally, the authors claim that it 
would be possible through agricultural growth to reduce poverty four times more than through 
the growth from other economic sectors.  
Furthermore, lives are becoming more mobile and livelihoods correspondingly are moving to 
other places, and with this remittances are playing a growing role in rural household incomes
(Rigg 2006b). Remittances sent by international migrants worldwide are an important source 
of finance for many developing countries. However, remittances to developing countries are 
estimated to have declined by 6.1 per cent in 2009 as a result of the global economic crisis 
(Mohapatra and Ratha 2010).  Finally, one more transformation in the South-East Asian 
developing countries is the fact that the average age of farmers is rising, and cultural and 
social changes are being incorporated in livelihood modifications, and in new ways (Rigg 
2006b).
2.2 Sustainable forest management and Lao policies in rural development
Deforestation is often viewed as one of the most important environmental problems of 
Southeast Asia (Harrison 1993; FAO 1995; Achard et al. 1998). The underlying causes of 
deforestation are complex and often poorly understood (Lambin et al. 2001), and while the 
actors held responsible may sometimes be large-scale governmental and private land 
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developers involved in logging, plantations or industrial development, frequently smallholder 
shifting cultivators and migrant farmers are cited to be the main guilty party (Myers 1992; 
Devendra and Thomas 2002). Shifting cultivation is changing rapidly in many areas, partly 
because of population pressure and partly because livelihood strategies have diversified to 
include permanently the cultivation of cash crops and off-farm work (Mertz et al. 1999 and 
Eder 2003). In Southeast Asia, forests have tended to be considered either wild areas to be 
avoided (traditionally) or stores of wealth to be exploited (more recently). 
Hence environmental conservation and sustainable forest management have become urgent 
issues in Southeast Asia in general and in the Lao PDR in particular. Environmental 
conservation has been a constant theme in discourses on rural and agricultural development. 
The past four decades have seen the emergence of major environmental organizations such as 
the World Conservation Union (IUCN), the World Wildlife Fund for Nature (WWF) and the 
United Nations Environment Programme (UNEP), as well as a number of powerful 
environmental campaigning organizations such as Greenpeace and Friends of the Earth 
(Ghimire and Pimbert 1997). 
Forest management tended previously to focus on wood production but other aspects are now 
increasingly included. A ‘sustained yield’ was the prevailing objective until the turn of the 
1980s and 1990s when a new trend, namely, sustainable forest management (SFM) was 
introduced. The concept of sustainable forest management is based on UNCED’s (United 
Nations Conference on Environment and Development) Forest Principles, which state that the 
goal is to promote forest management, use, conservation and sustainable development as well 
as to take care of the versatile use of the forests taking into account the right to socio-
economic development. These principles shall be applied to all forests of the world. Forests 
have an important role for economic development and the conservation of biological diversity 
(UNCED 1992). 
It is essential to define the meaning of the term sustainable management as applied to tropical 
forests where it is concerned with the production of wood, as this study also concerns 
sustainable forest management. A study undertaken for the International Tropical Timber 
Organization (ITTO) led to a definition with the following primary considerations: (1)
Sustainable forest management should be practised on an operational and not an experimental 
scale; (2) It should embrace a balanced and comprehensive range of management activities 
that include working plans, yield prediction and control and other technical requirements; (3)
It should include the wider political, social and economic criteria without which sustainability 
is probably unattainable. Prior to the United Nations Conference on the Environment and 
Development (UNCED) in 1992, ITTO established a set of principles that created an 
international reference standard for the development of more specific national guidelines for 
the sustainable management of natural tropical forests for wood production. Criteria for the 
monitoring of sustainability in tropical moist forests were also defined by ITTO (FAO 2010). 
The Fourth Ministerial Conference on the Protection of Forests in Europe (MCPFE) 
recognized the interaction between people and forests, and the social and cultural aspects of 
sustainable forest management and use (Fourth Ministerial Conference on the Protection of 
Forests in Europe 2004). The United Nations Forum on Forests (UNFF) recognized that 
forests were important for the social and economic well-being of present and future 
generations, as well as for the environment (UNFF 2005). 
To assess SFM, sets of criteria and indicators (C&I) have been developed: These criteria aid 
in judging the sustainability of the systems, and corresponding indicators have been defined to 
23
help in monitoring the impacts of operations. The ITTO defined the criteria for the 
measurement of sustainable tropical forest management in 1992 including the forest resource 
base, the continuity of the flow of forest products and benefits, the level of environmental 
control and the socio-economic effects and institutional frameworks (ITTO 1992). The UN 
Conference for the Environment and Development in Rio de Janeiro in 1992 and other 
international processes have produced several sets of criteria but to date no globally agreed 
one exists. In the Second Ministerial Conference on the Protection of Forests in Europe in 
1993 in Helsinki/Finland collaboration was agreed upon in order to develop common 
measures consistent with the general guidelines for the sustainable management of forests in 
Europe that would favour the production, use and marketing of products from forests under 
sustainable management (Second Ministerial Conference on the Protection of Forests in 
Europe 1993). In the Fourth Ministerial Conference on the Protection of Forests in Europe in 
2003 an improved set of quantitative and qualitative Pan-European Indicators for Sustainable 
Forest Management was developed (Vienna Living Forest Declaration 2003).
According to the non-legally binding instrument on all types of forests of the UNFF, seven 
thematic elements of sustainable forest management which are drawn from the criteria 
identified by existing criteria and indicators should be considered. These seven thematic 
elements are as follows: the extent of forest resources, forest biological diversity, forest health 
and vitality, the productive functions of forest resources, the protective functions of forest 
resources, the socio-economic functions of forests, and a legal, policy and institutional 
framework. The non-legally binding instrument on all types of forests suggests identifying, as 
appropriate, specific environmental and other forest-related aspects within those elements for 
consideration as criteria and indicators for sustainable forest management (Non-legally 
binding instrument on all types of forests 2007). Nevertheless, some widely approved general 
thematic fields of SFM can be listed (Raison et al. 2001): 
 Social and economic functions and conditions (to relate to local communities); 
 Legal and institutional frameworks (institutional requirements for sustainability, 
including political commitment);
 Productive capacity (including site potential and management, wood and non-
wood produces);
 Ecosystem health and vitality (assessment of ecosystem processes and forest 
condition);
 Soil and water protection (assessment of soil and water change at fine scales);
 Global carbon cycles (assessment of changes in forest carbon stocks at a regional 
scale requiring a combination of methods);
 Biological diversity (ecosystem, species and genetic diversity).
It was only in the 1980s that the importance of forests for rural livelihoods became an object 
of systematic study. Work on the role of Non-Timber Forest Products (NTFPs), in particular, 
has revealed that forests provide more than just timber. They are storages of village food and 
wealth, and buffers during times of crisis (Rigg 2006a). In Laos, upland people depend on 
forests for subsistence and income generation. Benefits from forests include food, wood, fuel, 
NTFPs, land for crops, shifting cultivation, tree planting or regeneration, and livestock feed 
and fencing. Associated knowledge of wild species found in local fallows, forests, and waters, 
and how they can be used for human benefit, complements knowledge of cultivated species, 
providing a basis for the domestication processes that help livelihoods adapt as conditions and 
needs vary (Poverty Reduction and Shifting Cultivation Stabilisation 2004). 
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The major part of the rural population in the Lao PDR has access to land, but such access is 
increasingly insecure (Kirk 1996). By tradition, land tenure in rural areas was regulated by 
informal agreements between households and the village headman, and use rights to a given 
area were acquired by bringing unclaimed land under cultivation (Hansen 1998b). Land was 
viewed as a free and generous asset for the community, and land allocation ensured all 
households sufficient land to maintain their livelihood at subsistence level (Souvanthong 
1995; Pravongviengkham 1998). More recently, formalized land allocation has been taken 
into use and is now a precondition for rural development projects (Badenoch 1999). 
In the Lao PDR all land, including natural forests and forest lands, is owned by the national 
community, represented by the state (Katila 2008). The state is responsible for land 
management and the allocation of land to individuals, families and organisations for effective 
use. The state protects the property rights of organisations and individuals and ensures the 
right to use, transfer and inherit land in accordance with the law (Constitution 2003). 
Individuals and organisations can have the right to possess and use any tree, natural forest and 
forest land, if they have received approval from the relevant authority (Forest Law 1996). 
Decree No. 54 of the year 1996 refers to the customary rights of the people to forest resources 
for their own subsistence needs, as opposed to cash sale (Daviau and Vilaivong 2006). This 
degree gives guidance and further clarifies the Prime Ministerial Decree No. 169 dated 
November 1993 on the Management and Use of Forest and Forest Land which claims that the 
state recognizes the right to use forests, forest land and forest products following the customs 
of villagers (Daviau and Vilaivong 2006). Decree 54 further states that villagers have the right 
to harvest forest products for household use, the right to harvest certain forest products for 
subsequent sale ‘as specified in the district management contract which are abundant in the 
area in volume sustainable for the area’, the right to hunt and fish in line with legal 
constraints, and the right to use degraded or barren forest land in accordance with the land use 
planning and land allocation process (Daviau and Vilaivong 2006, p. 40).
Furthermore, when it concerns land ownership the Land Law (1997) recognizes temporary 
and long term use rights to land. Land titles represent long term use rights. To date they have 
been issued mostly in urban areas (Chanthalasy et al. 2005). After a land use planning 
exercise has been conducted, land for different purposes will be allocated to farmers, 
households or a community. The land allocation process is determined by the participation of 
the villagers, who decide how the land will be distributed. The land allocation exercise is 
finalized with a land tenure certificate. The government has been proceeding with its land 
allocation programme with the objective of reaching its target of effective stabilization of 
shifting cultivation (Chanthirath 1998). Private ownership, or customary individual use rights, 
is generally recognized in the case of paddy fields, houses, teak plantation, gardens and the 
land reserved for rice paddy cultivation. The paddy field can be inherited and also be sold to 
villagers or outsiders but taxes must be paid to the village. In terms of inheritance practices, 
the land is usually divided between the children and one share goes to the child who takes 
care of the parents until their death in addition to his/her ordinary share. A normal practice is 
that a villager can borrow the right to farm the plot or the usufruct, but the property remains 
that of the owner of the plot (Daviau and Vilaivong 2006). Sipadit (1997) studied the effects 
of private land allocation in the Lao PDR and came to the conclusion that land use practices 
had improved considerably. Crop production had been diversified, more had come under wet 
paddy cultivation, the number of fruit trees had increased, tree plantations had been extended 
and animal husbandry had been enhanced and had become more effective. 
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Forest policy in Laos is led by the stated objectives of eliminating shifting cultivation and
stabilizing agriculture. Hence, population-resource pressure is not being driven by simple 
population growth but by specific policies, namely, the Land-Forest Allocation Programme 
(LFAP) and the Focal Site Strategy (Rigg 2006a). The Focal Site Strategy, which was 
introduced in 1994, led to the establishment of so-called ‘integrated rural development
clusters’ in the poorest areas of the country. The aim was to create ‘growth zones’ or 
‘development poles’ that would become ‘centres of change and learning’ where the transition 
from subsistence to market orientation would be improved (Lao PDR 2000a). Villagers are 
being transferred from the hills, sometimes forcibly, and settled in areas where land is scarce 
and where the best land has already been claimed (Rigg 2006a). 
In the Lao PDR a case in the promotion of commercial smallholder tree plantations shows
that the smallholder-entrepreneurial vision of the Asian Development Bank’s Industrial Tree 
Plantation Project (ITPP) resulted in unsuccessful plantations and increased rural debt and 
poverty (Snelder and Lasco 2008). This project was a significant loan and grant facility aimed 
at transforming a national forestry sector characterized by unsustainable and illegal logging of 
natural forests, and deep levels of institutional corruption, into an efficient, competitive wood 
fibre producer. The primary objective of the project was to establish 9,000 ha of fast growing 
tree plantations on degraded forest land and to promote a national policy and institutional 
framework supportive of industrial plantations and forestry investors. Industrial tree 
plantation project funding was channelled through the newly established, state-owned Lao 
Agriculture Promotion Bank. Onward loans in support of tree planting were then expanded to 
secondary borrowers, organised into three borrowing classes: companies, individual 
entrepreneurs and small farmers. Owing to some encountered difficulties, the strategic 
emphasis of the Agriculture Promotion Bank shifted in the middle of the project towards 
extending more loans to smallholder peasant farmers. Finally, there were a series of problems 
concerning the yields of smallholder plantations, and the extent of smallholder credit default 
was also becoming clear, with Agriculture Promotion Bank data indicating that up to 87 per 
cent of the sub-loans extended to early borrowers were not having the wished effect at the end 
of the project period. Furthermore, by the end of the project the smallholder eucalyptus trees 
were clearly showing very poor growth rates. As a matter of fact, it seems that the majority of 
the smallholder plantations under the ITPP were a complete financial loss for the farmers
enrolled (Snelder and Lasco 2008).
2.3 The Sustainable Forestry and Rural Development (SUFORD) project in 
the Lao PDR (2003-2008)
The Lao PDR is highly dependent on external support, a considerable part of which comes in 
the form of technical assistance. The government has attracted donor assistance in the areas of 
public administration reform, decentralization, civil service capacity development, public 
financial management, legal and judicial reform as well as forestry and rural development. 
One of the donor assisted projects is the Sustainable Forestry and Rural Development 
(SUFORD) project financed by the Ministry for Foreign Affairs of Finland and the World 
Bank. The overall goal of the SUFORD project is to institute nation-wide systematic forest 
management in natural production forests to alleviate rural poverty, protect biodiversity and 
enhance the contribution of forestry to the development of national and local economies in a 
sustainable manner. In Laos production forest means forest and forest land that has been 
categorized to regularly provide for the requirements of national socio-economic development 
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and the daily livelihood needs of the multi-ethnic people in terms of wood and forest products 
without substantial harm to the environment. The development objectives of the project were
(SUFORD 2007):
1. To improve the policy, legal and incentive framework enabling the expansion of 
sustainable, participatory forest management throughout the country;
2. To bring the country’s priority natural production forests under participatory, 
sustainable forest management (PSFM); and
3. To improve villagers’ well-being and livelihoods through benefits from sustainable 
forestry, community development and the development of viable livelihood systems.
The project consisted of four components: (1) Support Services for Sustainable Forest
Management; (2) Sustainable Forest Management and Village Development; (3) Forest Sector 
Monitoring and Control and (4) Project Management. The project’s implementing agency was
the National Agriculture and Forestry Extension Service (NAFES) under the Ministry of 
Agriculture and Forestry (MAF) responsible for its day-to-day administration and 
coordination. Key collaborating organisations included the provinces concerned, other 
ministries (Ministry of Finance and Ministry of Industry and Commerce), the Science, 
Technology and Environment Agency (STEA), the Department of Forestry (DOF) and the 
National Agriculture and Forestry Research Institute (NAFRI). The project had multi-sector 
steering committees at all levels. 
The main project field activities were being implemented in eight production forest areas 
(656,000 ha), 18 districts and 412 villages (with a total of 29,200 families and 187,300
persons) in the four southern provinces of Khammuane, Savannakhet, Saravan and 
Champassak (Figure 2). The Lao Women’s Union (LWU) and the Lao National Front for 
Construction (LNFC), known as mass organisations, also became involved in the project.
Village forest organisations (VFOs) were also involved in the project. The rationale for 
reconstituting the VFO membership is stipulated in the Prime Minister’s Decree No. 59, the 
Ministry of Agriculture and Forestry’s Regulation No. 0204, the Department of Finance’s
Notice No. 2154 and the project’s logical framework. The procedures for constituting the 
VFO membership include a village chief calling a general meeting of villagers to explain the 
project’s concept and activities. The VFO roles and responsibilities and organisational 
structure are also discussed. The rationale, requirements and procedures for reconstituting the 
VFO membership are explained to the villagers.
All villagers 18 years old and above and residing in the village who are willing to become 
VFO members shall contact the VFO secretary and register in the registry of VFO 
membership. The VFO organises work teams in the village to be provided with training by the 
district forest office. It provides opportunities for women, ethnic and economically 
disadvantaged groups to participate actively in the decision making, planning and 
implementation of forest management activities in the villages and receive fair and 
transparent compensation for their work. The VFO ensures that participatory sustainable 
forest management and other related work is done by the village work teams properly 
following the approved forest management and operation plans, the approved forest 
management agreement, the prescribed procedures and within the time period agreed with the
district forest office. It oversees customary forest use by villagers of the village territory and 
formulates village rules on participatory sustainable forest management including hunting, 
NTFP collection, forest protection, timber harvesting for villagers’ housing and village use, 
and the conversion of village land uses. The VFO participates in annual timber sales and the 
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allocation of the net revenue from timber sales including the sharing of benefits amongst 
villagers in the village in a fair and transparent manner. 
In rural development and natural resource management, the World Bank Country Assistance 
Strategy (CAS) for the Lao PDR aims at assisting to remove distorted policies, improve 
technology and ensure appropriate forest management practices to ensure environmental, 
social and economic sustainability and to alleviate poverty. The Lao government’s
commitment to poverty alleviation also applies to the forestry sector public expenditure 
system which is effective and efficient in channelling forest revenues to poverty reduction 
activities. The Sustainable Forestry and Rural Development (SUFORD) project’s key 
performance indicators contain CAS indicators such as improving welfare and reducing
poverty according to national quantitative and qualitative standards (food security, income, 
infrastructure, growth rate in agricultural output, promotion of commodity production, 
stabilization of shifting cultivation, etc) and financing village development plan 
implementation to establish and institute viable sustainable livelihood systems and provide 
employment opportunities (National Growth and Poverty Eradication Strategy 2005).
Microfinance was implemented in the form of village development funds. The major 
objective of providing village development support was to encourage the improvement of
villagers’ livelihoods and poverty reduction. More specifically, the financial support aimed at 
allowing village development activities to be conducted and to generate common benefits for
the villagers, allowing villagers to carry out income generating activities which do not have a
direct impact on natural forests, so that they can reduce their pressure on forests. The aim was 
also to establish model activities, village development and financial management techniques 
for villages which depend on natural forests for their livelihood, according to the sustainable 
forest management principle, and to contribute to the village development fund, which is 
needed for rural poverty eradication and development in the project target areas.
The process that was used in the planning and selection of village development fund activities 
started by gathering baseline socio-economic data or village profiles by the project staff. This 
was followed by a review of socio-economic problems, especially livelihood problems, and 
their possible solutions, and of the potential for village development financing. Next the 
community members had to develop a village development plan, including proposed activities 
with indicators, objectives, expected outcome and a time schedule for implementation. This 
led to categorization of the family wealth status and selection of activities for funding by the 
paired ranking method. The village development staff was guided by village development 
handbooks.
The village development committee was directly responsible for managing the village 
development fund. There were at least two account keepers: one working as cashier and the 
other as accountant. All villages which received the village development fund had to establish 
a development fund advisory committee which gave advice to the village authority. The 
committee members were assigned by the village chief. The committee ensured a
transparency of management and the use of the village development fund. An independent 
inspection team consisted of representatives from all sectors concerned with the village 
development activities and village development fund management at the village level. These
comprised the district finance office, the district planning and inspection office, the district
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Figure 2. Map of the Lao PDR including the provinces of Khammuane (Khammouan),
Savannakhet, Saravane (Salavan) and Champassak (LaoEx - Agricultural and Forestry 
Extension in the Lao PDR 2011).
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agriculture and forestry extension office, and leaders of village development committees. The 
village development committee and the village authority were entitled to receive two per cent 
of the total village development fund to cover the cost of administering village development 
activities and other costs associated with project operation. Such costs contained monitoring 
activities conducted by the committee and spending on project meetings outside the project
area including stationeries. The amount equivalent to two per cent had to be divided into two 
parts, 1.5 percent went to the village development committee and the remaining 0.5 percent 
went to the village authority.
Before approving the fund for each village development activity, the village development unit 
or the section responsible for project budget management had to be based on the following 
principles: (1) it should respect the basic financial support principles of the project; (2) the 
maximum village development fund should not exceed US$ 8,000 and should be paid on an 
installment basis; (3) the village requesting project financial support should be a target village 
of the project; (4) the village requesting support should meet the project requirements; (5) the 
activity for which the fund is requested should be a priority activity; (6) the village 
development unit provides technical support; (7) the proposed activities should have been 
carefully studied in terms of their environmental and social impacts, and (8) the district 
project steering committee gives guidance. The village development fund was further 
provided to the households by means of micro credits and the project gave first priority to 
villagers who were poor, women and ethnic minorities. The micro credits had an interest rate
of 12% per year or equaling one per cent per month and the principal was to be paid back to 
the village bank account over a two to three-year period. All villagers had to return the 
borrowed money to the village development unit as stated in the contract. The village 
development unit had to deposit all the money returned by the villagers into the village 
account at the bank. All the funds collected became part of the village development fund and 
the village could use them for carrying out development activities in certain periods. 
The use to which micro credits from the village development fund was to be put was left to 
the villagers to decide. Activities for which the village development fund could be used were
divided into three types: (1) First priority activities were activities directly related to food 
security. The village development unit responsible for the funds had to make sure that most of 
the village development fund was used for these activities in order to solve the food shortage 
problems of the villagers; (2) Second priority activities were income-generating activities of 
families, production groups, individuals and villages; and (3) Third priority activities were
village infrastructure development activities, which aimed to benefit all the villagers. At the 
end of 2007, there were 5,760 households benefiting from micro credits. Of these households,
3,473, or about 60%, were classified as poor. The micro credits were mainly used for the 
activities of cattle, goat and buffalo raising. The funds approved in the form of micro credits 
for these households amounted to about 11 billion Kip. At the end of 2007, about five per cent 
of the micro credits borrowed were returned to the village bank account. One reason for the 
low rate of pay back might have been that many of the household contracts had not reached 
maturity yet. Another reason for the low pay back ratio might have been the isolation of the 
villages and the distance to the banks into which the repayments were supposed to be 
deposited. Finally, one more reason for the low pay back ratio might have been an inadequate 
effort for data collection on the pay back of the loans. In the future, with the extension of the 
SUFORD project for the years 2009-2012, it is estimated that micro credits will be given for
the gathering and processing of Non-Timber-Forest-Products (NTFPs), for example, rattan, 
tree roots and mushrooms used for medicinal and cosmetic purposes. During the present study 
period there was no demand for forestry related village development funds.
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An important aspect in supporting Sustainable Forest Management (SFM) in the Lao PDR is 
active participation of villagers in forest management and protection. A major element in 
fostering village involvement in forestry activities is the establishment of official and national 
Village Development Funds. This is separate from the village development funds or support 
provided by the SUFORD project. The objectives of the Village Development Funds are to 
finance village development activities that benefit the entire village in accordance with the 
village development plan. Forest revenues will complement village development funds or 
support from the District Budget and from the project during the initial years. 
Representatives of the village groups (sub-forest management areas) were interviewed in 
order to study their opinions on the timber benefit sharing system. Forest or timber 
benefit/revenue sharing is governed by Article 11 of the Prime Minister’s Decree 59/PM, 
elaborated in Article 18 of the Ministry of Agriculture and Forestry’s regulation 0204/MAF 
and the Department of Forestry’s draft guideline on Timber Sale and Benefit Sharing from 





In this study, poverty is expressed through livelihood assets. Poverty is a highly complex 
phenomenon making the development of effective strategies for poverty reduction a very 
difficult task. This is because the origins of poverty are various, and may result from war, 
over-population, epidemic diseases, lack of skills and education, etc. Because of this 
complexity, the term ‘poverty’ has various meanings for different people (Baulch 1996). The 
general and almost self-evident reason why people are becoming impoverished all over the 
world at an unprecedented rate is that they lose or are unable to obtain livelihoods. In order to 
understand the magnitude and character of the challenges for policy making, the research 
effort should probably be directed at describing in detail the major reasons why so many 
people are losing or finding themselves unable to obtain livelihoods (Ohlsson 2000). 
Despite the complexity of poverty, there is also some coherence in it across locations and 
groups. The lack of most or all of the following assets and capabilities is regarded by many 





 Respect and dignity
 Social belonging
 Cultural identity
 Imagination, information, and education
 Organisational capacity
 Political representation and accountability
The lack of these assets and capabilities within the context of poverty are closely connected 
with Maslow’s theory of motivation, which is also called the hierarchy of human needs. 
Maslow claimed that each person is born with a set of basic needs including the need for 
safety, belongingness or love, and self-esteem. Moreover, he argued that these basic needs 
can be seen as forming a hierarchy: when one basic need is satisfied, a new and still higher 
need emerges, and so on. Finally, Maslow developed the existence of another inborn human 
need, the need for individual fulfilment, or what he called self-actualisation (Hoffman 1988). 
As Amartya Sen (1995) put it, poverty means capability deprivation. Relative poverty refers 
to a comparison with the mass of a local, regional or national population, while absolute 
poverty refers to a comparison with a worldwide standard. Donnison (1982) proposed to sub-
divide basic needs into two groups: distress as extreme hardship and misery, which takes 
place in a catastrophic natural or social breakdown, and subsistence poverty, which appears if 
the basic needs of individuals or groups are not met. Needs are basic if they must be satisfied 
in order to secure the physical development of the person according to their genetic potential. 
Basic needs consist of food, health services, favourable environmental conditions (potable 
water, shelter), primary education and community participation. Inadequate access to any of 
these related essential and important needs results in absolute poverty (Gross et al. 1995).
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To a large extent, poverty is caused by scarcities of arable land and water, resulting in loss of 
livelihoods (Ohlsson 2000). The assessment of financial assets can be a very sensitive matter. 
People tend not to speak directly about their levels of personal savings or wealth, regardless 
of the form in which these are kept. It can be helpful to approach such issues by placing the 
emphasis on very specific forms (e.g. wedding gifts, inheritance, etc.) (Department for 
International Development 2000). 
With regard to the nature of poverty, at the one end are approaches to poverty that aim at 
measuring it objectively in terms of expenditure, income or some other quantitatively defined 
indicator (Grootaert et al. 1997). At the other end are approaches that aim at seeing poverty 
through the eyes of the poor, explaining that it is as much a subjective experience as it is an 
objective state, and that participatory research methods offer the best means for assessing 
poverty and discovering what people themselves identify as its principal dimensions and 
indicators (Chambers 1987; Chambers and Conway 1992). 
A household’s or individual’s social position in a community or society will also have a 
determining affect on their access to essential and important resources and assets. Differences 
in gender, cultural values, ethnic or religious orientation may contribute to unequal 
expenditures and chances in accessing resources (Gross et al. 1995). To address these social 
status differences, a complete empowerment approach is needed that focuses on educational 
opportunities, community mobilization and political advocacy. To summarise, absolute
poverty has three dimensions: (1) the availability of essential and important resources and 
assets to meet basic needs; (2) the financial and other means of households and individuals to 
access these essential and important resources and assets; and (3) the physical, social and 
cultural status and position of households and individuals that influences their access
(Frankenberger 1996). Prahalad (2006), in reference to India, has a different point of view on 
poverty. According to the author, poverty is seen as an opportunity, and market development 
among the poorest of the poor will create millions of new entrepreneurs at the grass roots 
level. The poverty is seen as an opportunity because serving the poor consumers will demand 
innovations in technology, products and services, and business models.
In general terms, microfinance serves the poor and underserved segments of the population.
The usual borrowers are people who farm or herd; operate small or microenterprises where 
goods are produced, recycled, repaired, or traded; provide services; work for wages or 
commissions; gain income from renting out small amounts of land, vehicles, draft animals, or 
machinery and tools to other individuals and local groups in developing economies, in both 
rural and urban areas (Robinson 2001). Four types of institutions can be broadly identified in 
the global microfinance delivery system (Foster et al. 2003):
 Commercial, state or rural banks and specialised micro and small business banks. 
There are typically two categories of banks involved in microfinance: (1) mainstream 
banks that introduce lending to small and micro-businesses after their inception,
commonly referred to as ‘downscaling banks’; and (2) commercial banks established 
from the onset to provide an extensive range of products and services mainly to micro 
and small enterprises which are commonly referred to as ‘greenfield banks’.
 Specialised credit-only microfinance institutions, which operate usually on a not-for-
profit basis and are registered as non-governmental organisations (NGOs), funds, 
cooperatives, or branches of a foreign NGO.
 Membership-based organisations, which are established with the aim of providing 
financial services to their members. These organisations are fully or largely financed 
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from the share capital and savings of their members. Within this category, two types 
of institutions can be distinguished: agricultural/rural credit cooperatives, which 
provide services mostly to farmers and rural businesses; and credit unions, which are 
predominantly urban.
 State funds, which operate under the auspices of national or local governments and are 
wholly or predominantly financed by public money.
One of the clear principles of microfinance is maximising efficiency, which means that not 
everyone in a village should have access to credit. Instead, only the most productive villagers 
should get access; those with moderate prospects should be excluded (at least if efficiency is 
the sole criterion). Specifically, all villagers should be provided with the chance to purchase
seeds, for instance, if (and only if) their expected returns are greater than the cost of capital 
(Armendáriz de Aghion and Morduch 2005). Micro credits are small loans which should be 
offered at market rates of interest in a way that assures that  the MFIs can cover their costs but 
not too high that they make exceptional profits and make benefit from the poor (Karlan and 
Goldberg 2007). Micro credits are provided to very small businesses, normally self-run 
enterprises with few employees. Micro credit is an increasingly common tool to reduce 
poverty and promote economic growth (Karlan and Zinman 2011). Micro credit is of 
importance for households; for instance, according to a study by Banerjee et al. (2010), micro 
credit has made possible an expansion of the household business for those who had already 
been involved in entrepreneurship.
One principle of the theory of microfinance is the group-lending methodology, also called 
‘Grameen-style’ group lending, in which the Grameen Bank developed a system in which two 
members of each five-person group receive their loans first. If all installments are paid in
time, the initial loans are followed four to six weeks later by loans to two other members, and 
then, after another four to six weeks, by a loan to the group chairperson. (This pattern is 
known as 2:2:1 staggering). At first, the groups were seen just as sources of solidarity, 
offering mutual assistance in times of need. For example, if a member of a group fails to 
attend a meeting, the group leader repays on her/his behalf, and thus the credit record of the 
absentee borrower remains clean, and so does the credit record of the group. Over time, 
though, formal sanctions became more common in these kinds of micro credit processes 
(Armendáriz de Aghion and Morduch 2005).
The original idea of ‘Grameen-style’ group lending was not that group members would be 
obliged to repay for others, rather it was that they would lose the privilege of borrowing 
(Armendáriz de Aghion and Morduch 2005). Village banking expands the Grameen-style 
group-lending methodology to a larger group of 15-30 women or men who are responsible for 
managing the loan provided by the MFI, as well as making and collecting loans to and from 
each other (Karlan and Goldberg 2007). In the present study, credit and savings groups were 
used and they operated according to the latter format, that is, the expanded Grameen-style 
group-lending methodology of village banking. In this study, each borrower agreed to 
participate in every activity of the credit group including meetings, training, teaching and 
changing experiences from the progress and benefit of the loans.
The main research object of this study is a household. Nakajima (1986) defines the ‘farm 
household’ as a complex of the ‘farm firm’ (producing agricultural outputs with household
labour, other variable outputs and land), the ‘labourer’s household’ (supplying household 
labour and earning a wage income), and the ‘consumer’s household’ (spending money income 
to reach utility maximization). The ‘farm’ can be defined on a spectrum from being fully 
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subsistence to fully commercial, and the ‘household’ can earn income in both the agricultural 
and the non-agricultural sector, both in-kind and in-cash (Saith 1992).
According to Rigg (2006c), there has been much discussion at all levels: the methodological, 
theoretical/conceptual and practical, where a household, as a unit of analysis and 
identification, starts and ends. The author states that at a functional level, there have been 
practical examples, discussions, research and assessments that all the persons who actively 
participate in the reproduction of the household should be included as members of the 
household. The differing opinions among the authors and researchers might depend on the 
fact that the household is, at the same time, a conceptual construct, a functioning system and a 
methodological unit of analysis. The conclusion is that the household, in Southeast Asia at 
least, is the best unit of analysis compared to many other units and there are a lot of issues to 
be investigated in the household, regardless of the changes of recent decades (Rigg 2006c).
With regard to the concept of an income, economic studies distinguish between several 
different categories and sub-categories of income source when referring to diverse income 
portfolios. The major categories are farm, off-farm, and non-farm income sources (Saith 
1992). Farm income includes livestock as well as crop income and comprises both 
consumption-in-kind of one’s own farm output and cash income from output sold. Off-farm 
income typically refers to wage or exchange labour on other farms (i.e. within agriculture). It 
also includes labour payments in kind, such as the harvest share systems and other non-wage 
labour contracts that exist in many parts of the developing world. Non-farm income refers to 
non-agricultural income sources. Several minor categories of non-farm income are commonly 
identified. These are (1) non-farm rural wage employment, (2) non-farm rural self-
employment, (3) property incomes (rents, etc.), (4) urban-to-rural remittances arising within 
national boundaries, and (5) international remittances arising from cross-border and overseas 
migration (Ellis 1998). Cash income refers to the cash earnings of a household plus payments 
in kind that can be valued at market prices. The cash earnings component of income includes 
items such as crop or livestock sales, wages, rents and remittances. The in-kind component of 
income refers to the consumption of one’s own farm products, payments in kind (for example, 
in food), and transfers or exchanges of consumption items that occur between households in 
rural communities (Ellis 1998). This study concentrated on many income sources, such as 
income from one’s own business, a government wage, from a private company as an 
employee, employment in forestry, relatives, sales of one’s own agricultural products; cattle, 
buffalo, local pig, cross bred pig and goat sales; income from sales of forest animals, timber, 
firewood, charcoal, bamboo and income from NTFPs. 
A livelihood is not just income, but much more (Lipton and Maxwell 1992). The term 
livelihood assets attempts to include not just what people do in order to make a living, but the 
resources that provide them with the capability to build a satisfactory living, the risk factors 
that they must consider in managing their resources, and the institutional and policy context 
that either helps or hinders them in their pursuit of a viable or improved living (Ellis and 
Allison 2004). According to Chambers and Conway (1992), livelihood refers to the means of 
gaining a living, including livelihood capabilities, tangible assets, such as stores and 
resources, and intangible assets, such as claims and access. 
Risk aversion in this study is defined by whether the household had taken a micro credit or 
not.
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3.2 Microfinance and welfare
3.2.1 The micro credit industry and markets
Microfinance is one of the fastest growing sub-sectors of financial markets in emerging and 
developing economies. The International Food Policy Research Institute (IFPRI) compiled a 
database of 1,500 microfinance institution (MFIs) from 85 developing countries (790 
institutions worldwide plus 688 in Indonesia) supported by international organisations 
(Lapenu and Zeller 2001). IFPRI estimated that these MFIs alone reached 54 million 
members, 44 million savers and 23 million borrowers. The total volume of outstanding loans
was USD 18 billion and the total savings volume was USD 12 billion. MFIs had about 46,000 
branches and employed approximately 175,000 persons. According to the World Bank 
(2004), there are 147 MFIs worldwide that are jointly reaching more than nine million 
borrowers. Based on this information it seems that the number of borrowers decreased 
between 2001 and 2004. 
It seems that the microfinance industry will meet the needs of the developing world. It 
reminds one of the consumer loan history of the 1960s, when only a small group of banks 
were providing loans to high- and middle-income clients, and the majority of banking sector 
products focused on meeting corporate or investment needs. Even today, over 80% of the 
population in the developing world has no access to credit, in many cases not even through 
moneylenders or families, let alone financial institutions (Otero and López 2001). 
When small companies obtain credit, quite often they pay very high interest rates – the daily 
rate may be as high as 10% in some countries and cases (Otero and López 2001). According 
to Ashraf et al. (2003), a donor funding an early stage of innovation would prefer
generalisable results so that policy recommendations could be made and projects replicated 
and extended. For this reason, there is good reason to support and subsidise early stage 
innovative work. This approach to testing innovations is effective not just for microfinance, 
but also for development projects in almost all sectors (Banerjee 2002).
The micro credit sector in particular is full of different lending and savings products, and little 
empirical research has been dedicated to investigate the benefits of these products (Banerjee 
2002). Micro credit serves in particular those who have identified an economic opportunity 
and who are in a position to benefit from that opportunity if they are provided with a small 
amount of ready cash. By contributing to small-scale economic activities, micro credits help 
generate income and employment, build local businesses, develop human capital, encourage 
market competition and promote extensive economic participation (World Bank 2004). In 
addition, a recent study has been conducted on rural finance development issues in a set of
countries with the objective of presenting a diagnosis of the current state of rural financial 
systems and examining approaches through which rural financial systems could be made 
more robust and inclusive. The study concentrated on the performance of microfinance 
institutions with no connection to forest-based small-scale enterprises and forest communities 
in rural financial systems (Lamberte et al. 2006). 
The effects of microfinance activities can be divided into three categories: (1) Economic, (2) 
Sociopolitical and cultural, and (3) Personal and psychological. Economic impacts can appear 
at the level of the economy itself. A large microfinance institution covering hundreds of 
thousands of customers may expect or aim at having an impact in terms of changes in the 
economic growth of a geographical region or a sector. One microfinance institution may 
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search for an impact in terms of the aggregate accumulation of wealth at the level of the 
community or household. Another microfinance institution may strive for changes in power 
(and status) relationships. For example, a microfinance institution that targets a minority 
ethnic group may seek to have an impact in terms of changing the balance of power between 
that group and the local majority group. Other institutions may strive for the redistribution of 
assets at the household level or changes in the nutrition of children or families as the result of 
micro credit activity (Ledgerwood 1999). Microfinance is a policy instrument and the impacts
of specific goals need to be assessed in terms of whether these goals have been achieved 
(effectiveness).
The global micro credit industry is not homogenous. MFIs vary in size, types of services and 
financial performance, among other things. The five largest are all in Asia and are serving 
seven million borrowers, while the remaining 142 together only reach two million such
customers. Based on these figures they represent only a portion of the total number of MFIs. 
This finding confirms the statement that a handful of MFIs dominate the sector in terms of 
outreach. Concerning this outreach, there are reasons to be concerned about the breadth of 
outreach of the financial sector, especially in developing countries. Customer groups which 
are served by different types of MFIs range from the poorest to the less poor to middle 
income and Small and Medium Enterprises (World Bank 2004). As laid out in Levine (2005) 
and World Bank (2007), informational asymmetry, transactions costs and contract 
enforcement costs lead to market imperfections that disproportionately disadvantage the poor,
who tend to lack collateral, credit histories and linkages. When specific microfinance 
institutions, donors and other social investors decide to finance micro credits, they consider 
both of the objectives of sustainability of services and outreach to the very poor, but their 
relative importance differs from one financier to another. Furthermore, many practitioners, 
donors and specialists perceive a trade-off between financial sustainability and depth of 
outreach, although the exact nature of this trade-off is not well understood. 
The increasing interest in and growing focus on microfinance have recently placed 
remarkable pressure on donors to do more in this sector. As a consequence of this, donors
have responded with interest: they spend an estimated USD 500 million a year on micro 
credits and continue to be the single largest source of funds for most microfinance institutions 
worldwide. However, one of the key problems the donor community faces that there is no 
consolidated inventory of MFIs or systematic assessment of their performance and 
effectiveness (World Bank 2004). In the past, studies about the informal microfinance sector 
in selected tropical countries have been conducted so that more could be done to help low-
income populations in the selected regions (Webster and Fidler 1996) and to assess 
microfinance’s effectiveness. In a detailed overview of the development of microfinance over 
the past 20 years, Robinson (2001) states that the poor should not be the responsibility of the 
financial sector. Food, employment and other basic needs should be appropriately financed by 
government and donor subsidies and grants. Donor subsidies and grants are fully the 
responsibility of ministries of health, labour, social welfare, and others, as well as of the 
donor agencies and private charities. But credit subsidies to the economically active poor 
prevent them from having widespread access to available loans because subsidised loans are 
usually rationed. In addition, this approach uses scarce donor and government funds that 
would be better spent on other forms of poverty reduction. 
The microfinance sector also varies quite considerably between regions. Credit unions are one 
of the most important sources of credit for microenterprises in Latin America, providing USD 
2.6 billion in credits to microenterprises, followed by NGO MFIs, finance companies and 
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commercial banks amounting to about USD 800 million (Westly and Branch 2000). In West 
Africa and Eastern Europe, credit unions and other member-based financial cooperatives are 
also the biggest and most commonly found MFIs. By contrast, in East and South Asia, NGO 
MFIs are the dominant organisations with the notable exceptions of BRI in Indonesia and 
Grameen Bank in Bangladesh. Credit unions are essentially savings-driven institutions, 
whereas NGO MFIs are credit-focused (World Bank 2004). Microfinance penetration in 
South and Southeast Asia is at 35 per cent in Bangladesh, 29 per cent in Sri Lanka, 25 per
cent in India, 25 per cent in Vietnam, 12 per cent in Cambodia, 11 per cent in Indonesia, 8 per
cent in Nepal, 6 per cent in the Philippines and 2 per cent in Pakistan (Nenova et al. 2009).
3.2.2 Examples and impacts of microfinance
In Bangladesh microfinance reaches a significant number of otherwise disadvantaged people 
(with low/unstable incomes, little/no land/assets, low social status, few/no alternative sources 
of financial services). In Bangladesh there are between 10 and 14 million poor households 
who have access to microfinance (Islam 2009). A large number of studies have been 
conducted on the impacts of microfinance in Bangladesh. Microfinance impact studies, 
concerning all the countries, may be divided in three groups depending on whether the impact 
is positive or negative. First, there are studies arguing that microfinance has very beneficial 
economic and social impacts (Pitt and Khandker 1998; Chen and Snodgrass 2001; Khandker 
2003). Second, there are researchers who are more negative and point to the non-existing 
impacts that microfinance can have (Morduch 1998; Coleman 1999; Karlan and Zinman
2011). Third, in the middle of these two groups there is a minority group that identifies 
beneficial impacts of microfinance but argues that micro credits do not assist the poorest 
(Mosley and Hulme 1998).
Pitt and Khandker (1998) studied the impact of access to credit on the borrowers of the 
Grameen Bank and two other microfinance institutions in Bangladesh. For identification, they 
developed the following eligibility criterion: To borrow from these institutions, households 
could not own more than half an acre of land. Pitt and Khandker (1998) identified small but 
significant impacts from the use of micro credit on household expenditures, household assets, 
labour supply and the likelihood that children attend schools. Other researchers, however, 
challenged the result that the Grameen Bank’s micro credit programmes promoted economic 
outcomes. Many doubted that the half-acre rule was systematically and precisely applied,
which led to concerns that selection bias still troubled the analysis (Demirguc-Kunt and 
Levine 2009). 
Using the same data, but a difference-in-differences approach and comparing micro credit 
borrowers with a control group of households in areas not served by any microfinance 
programme, Morduch (1998) did not find any remarkable effect of microfinance on 
borrowers’ income, consumption or likelihood of sending children to school, although he 
found an effect on consumption smoothing, that is, a significantly lower variation in 
consumption and labour supply over the different seasons. Moreover, Pitt and Khandker 
(1998) could only include fixed-effects at the village level and could not deal with the 
endogeneity of household participation because they did not have a household panel. In an 
extension study, Khandker (2003) used a panel of household surveys to control for 
unobserved, time-variant borrower characteristics. The resulting estimates ended up 
demonstrating a much smaller impact of credit on household welfare than the original 
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findings with Pitt (1998). These smaller impacts of credit increased the per capita 
consumption and the household non-land assets, and microfinance also helped in reducing the 
extreme poverty rather than the moderate poverty at the village level.
Banerjee et al. (2010) conducted the first randomized evaluation of the impact of introducing 
micro credit in a new market in Hyderabad, India. They found that business owners appeared
to use micro credit to expand their enterprises: spending on durables, that is, investment,
increased. Of the households who did not own a business when the micro credit programme 
began, those households with low predicted propensity to start a business did not increase 
their durables spending but instead increased their non-durable one, namely food 
consumption. A conclusion was that micro credit managed to affect the household 
expenditure and create and expand business, but it seemed to have no noticeable effect on 
education, health, or women’s empowerment. However, Pitt et al. (2003) found quite opposite
results in their micro credit study in Bangladesh: they found substantial impact on children’s
health from women’s borrowing but not from men’s borrowing.
Belonging to the group of researchers who found positive economic impacts of micro credits, 
Chen and Snodgrass (2001) and Dunn and Arbuckle Jr. (2001) found an increase in the 
borrower income. The former study found that the borrower income was 56% higher than the 
non-participant income, and the latter study also suggested that micro credit borrowers earned 
266 USD more per household member per year than non-participants. MkNelly and Dunford 
(1998) observed an increase in monthly non-farm income of 36 USD, as compared to 17 USD 
for the control group in a study on the impact of credit with education on mothers and their 
young children’s nutrition (the Lower Pra Rural Bank credit with an education programme in 
Ghana).
Hashemi et al. (1996) found that each year of membership in a micro credit programme 
increased the likelihood of a woman client being empowered by 16%. A review and impact 
study of selected micro credit programmes in Bangladesh (Newaz 2003) concluded that credit 
access generally led to a convincing perception among women borrowers about their 
contribution as earners when using the micro credit for income-generating purposes. Poor 
people in general and women in particular need microfinance services for the same reasons as 
everyone else: to save small amounts of money in a secure manner, to invest in their 
enterprises or homes, to meet large expenditures and to ensure against risk (World Bank 
2004). 
Mikkola and Miles (2007) also obtained positive results from micro credit programmes. 
According to their study, an organisation called Activists for Social Alternatives undertook a 
three-year panel study on the effectiveness of its micro credit programmes in India. The 
outcomes for long-term members were compared with the outcomes for those who had 
participated for less than two years. The comparisons showed that, over time, women 
receiving micro credits participated more in household decision making and were more likely 
to own real property alone or jointly with their husbands. Long-term members were also more 
physically mobile, visiting government institutions and speaking out more in public meetings. 
Compared to short-term members, their children had a higher rate of school attendance and 
greater gender equity. Roodman and Morduch (2009) obtained quite opposite results: when 
replicating the Pitt and Khandker (1998) regressions, they found little effect on school 
enrolment of girls or boys.
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The Trickle Up Program is a US-based organisation engaged in microenterprise development 
for very poor households in 14 core countries, including India. Based on a study conducted by 
Maes and Basu (2005) of the Trickle Up Program in Orissa state, India, it was concluded that 
at the enterprise level the impact of a seed capital grant, a microgrant, had been positive in 
terms of improved profitability, employment, assets and level of production. The impact on 
the overall household economy had also been positive with regard to increased household 
income, labour productivity, asset accumulation and income diversification. It might be 
controversial to use microgrants as a microfinance strategy, but according to Parker (2002),
microgrants could be the first means of safety for the poorest of the poor moving from 
vulnerability towards financial self-sufficiency.
In an Ethiopian micro credit programme, about 70% of the borrowers reported a positive 
change in asset value since participating in the lending programme (Doocy et al. 2005). In a
study of rural finance in India, data from 1972 to 1981 for 85 rural districts was analysed. The 
findings indicate that deepening the system of rural financial intermediation in India had 
positive results in rural growth, employment and welfare, but that specifically targeting credit 
to agriculture was of doubtful benefit (Binswanger and Khandker 1995). The initiatives of the 
Mavalli-Murdeshwar branch of the Varada Grameena Bank in India changed the life style of a 
fisherwomen’s self help group in Kasturba providing savings and micro credit services. As a 
result of the savings and micro credits there was an increase in income and in the supply of 
quality fish to consumers (FAO Fisheries Report 2003).
In addition to the above studies with positive impact, there are even a couple of more recent 
studies observing beneficial economic and social impacts. According to Bui (2011), small 
credit schemes with favourable interest rates, targeted at poor and near-poor households, were 
important in helping them to build up their livelihoods in the Vietnam-Finland forestry sector 
co-operation programme in North Vietnam. A joint FAO/UNDP Vietnamese government
project called Micro Credit in support of women, poverty reduction and upland aquaculture in 
Vietnam was able to show an impressive performance with regard to poverty alleviation and 
livelihood improvement for socially disadvantaged ethnic minorities in three mountainous 
provinces in northern Vietnam (FAO Fisheries Technical Paper 2003). A revolving micro 
credit programme by PeaceTrees Vietnam was designed to help families increase their 
earning potential and as a result the families improved their welfare (Micro Credit Lending 
2009). In 2001, the government of Thailand launched the Thailand Village and Urban 
Revolving Fund (VRF) programme, which aimed to provide a million Baht (about 22,500 
USD) to every village and urban community in Thailand as working capital for locally-run 
rotating credit associations. The VRF appears to have the biggest impact in rural areas. If the 
analysis is repeated for rural households only, the effect is a statistically significant 6.9% 
boost to expenditure and 4.3% increase in income in 2004 (Boonperm 2009).
Coleman (1999) found that microfinance did not materially help borrowers in Northeast 
Thailand. To deal with selection issues, he exploited the fact that six communities had been 
identified as future locations for village banks, and that there was a list of self-selected 
villagers who wished to apply for loans once the banks were established. Instead of simply 
surveying a random group in the not-yet-served villages, Coleman (1999) compared actual 
borrowers with borrowers-in-waiting, in a technique known as ‘pipe matching’. He found no 
significant effects of microcredit on physical assets, savings, production sales, productive 
expenses, labour, or expenditures on health care or education. According to Karlan and 
Zinman (2011), entrepreneurs decreased their business, and their subjective well-being did 
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not improve in a micro credit programme in the Philippines. Moreover, they did not find any 
evidence that the effects would have been more pronounced for women borrowers.
According to Roodman and Morduch (2009), Pitt and Khandker (1998) and Khandker (2003) 
remain the only high-profile economic papers indicating large, sustained impacts of micro 
credit. It is to be emphasized that even representative data about microfinance clients and non-
clients cannot identify the causal effect of microfinance access, because clients are self-
selected and therefore not comparable to non-clients. Microfinance organisations also 
purposely choose some villages and not the others, and some households purposely choose to 
borrow while others do not. These circumstances make an evaluation of the impact of 
microcredit a particularly difficult problem. Thus, there is so far no consensus among 
academics on the impact of micro credit (cf. Banerjee et al. 2010). 
Most studies have ended up with a result that poverty is reduced as a consequence of micro 
credits. Generally, poor households have been able to increase both their expenditure and 
their income. In some micro credit programmes the asset value of the households has also 
increased.
3.3 Policy tools
Public policy tools, or instruments, are the ultimate method, or approach, through which
governments seek to reach a policy objective (Salamon 1989). Policy tools are used to cause 
certain behaviours or effect changes in the behaviour of those citizens at whom the policy is 
directed. In other words, policy tools are used to caution, prevent, promote or enable certain 
behaviours. The aims of policy are often to get people to engage in behaviours that they might 
not otherwise engage in or to provide people with the ability to carry out a desired behaviour 
(Schneider and Ingram 1990). Different frameworks and classification schemes exist to 
describe policies (Smith 2002). For example, policy instruments may be divided into three 
classes: carrots – policies that offer incentives, typically economic, to encourage certain
behaviour; sticks – policies that are regulatory in nature; and sermons – policies that are 
informational, such as education and outreach programmes (Bemelmans-Videc et al. 1998). 
Vedung’s (2005) classification scheme is similar to this and, according to the author, public 
policy instruments are a set of techniques by which governmental authorities use their power 
in endeavouring to guarantee support and effect or prevent social change. 
In the more broad classification system by Schneider and Ingram (1990), there are five 
categories of policy tools: authority, incentive, capacity building, symbolic/hortatory and 
learning. Authority tools are one of the oldest and most common ways used by government to 
achieve policy objectives. These are simply statements backed by the legitimate authority of 
government that grant permission, prohibit or require action under prescribed circumstances. 
The incentive category includes tools that rely on tangible payoffs, positive or negative, to 
generate compliance or encourage utilisation. Capacity tools provide information, training, 
education and resources to enable individuals, groups or agencies to make decisions or 
implement tasks. Symbolic and hortatory instruments assume that people are motivated from 
within and decide whether or not to take policy-related actions on the basis of their beliefs and 
values. Learning instruments are used when the basis upon which target populations might be 
moved to take problem-solving action is unknown or uncertain (Schneider and Ingman 1990). 
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Microfinance could be both carrots and sermons, that is, economic instruments and 
informational ones. When microfinance is seen as a carrot or economic instrument, the 
transfer of funds by government or donor to the project and Village Development Committees 
takes place. The government or donor does not itself implement the activities but instead 
attempts to reach its goals by having an impact on the behaviour of the fund or subsidy
recipients. When microfinance belongs to sermons or information programmes, it concerns 
the transfer of knowledge from the project’s personnel to villagers, keeping in mind what the 
government deems desirable. In the broad classification system, microfinance refers to the
incentive and capacity tool.
3.4 Theories of sustainable livelihoods
3.4.1 Sustainable livelihoods framework
Chambers (1989) defined livelihood as “adequate stocks and flows of cash to meet basic 
needs”. The difficulty with this definition is that it does not say how these adequate stocks 
and flows of cash manifest themselves. Chambers and Conway (1992) describe livelihood as 
the capabilities, assets and activities required for a means of living. Scoones (1998) came up 
with a similar definition of livelihood and tied it more specifically to the concept of
sustainability. In this way, the described framework came to be known as the sustainable 
livelihoods framework. 
According to Chambers and Conway (1992), modern livelihoods studies found their 
intellectual inspiration in the common understanding of the lives of poor people. In their view,
a livelihood refers to the means of gaining a living, including livelihood capabilities, tangible 
assets, such as stores and resources, and intangible assets, such as claims and access. First, 
there is the problem of access, which is believed to be the key issue in the conceptualisation 
of livelihoods and, therefore, the key to arising poverty. Second, there is the question of 
access to livelihood opportunities with regard to decision making (de Haan and Zoomers
2005). By the problem of access is obviously meant access to resources, finance and markets. 
De Haan and Zoomers (2005) provide the following example: in order to provide the 
profitable urban vegetable market, a rural woman not only needs access to a plot and 
irrigation water, but also to transparent market prices and a trustworthy trader to whom to sell.
Hence access depends on the performance of social relations and sometimes these are not 
harmonious. According to Bebbington (1999), people’s assets are not merely means through 
which they make a living: they also give meaning to their world. This is not to refer to 
voluntarism, for of course a person’s assets are largely determined by the structures and logics 
at work in the economic and political sectors. They are, however, also – to some extent – both 
reflections and parts of the meaning the person has tried to create through their livelihood 
strategies. 
Scoones (1998) describes the sustainable livelihoods framework as a tool for analysing
livelihood resources, institutional processes and livelihood strategies, which are important in 
enabling and constraining the achievement of sustainable livelihoods for different groups of 
people (Figure 3). Leach et al. (1999) provided important views through their study of 
environmental entitlements, placing the emphasis on access and institutions, which was well 
in line with the sustainable rural livelihoods framework (Scoones 1998). The livelihoods 
approach has proved to have remarkable strengths, especially in recognising or discovering 
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the multiple and diverse character of livelihoods, and the predominance of institutionalised 
blocks to the improving of livelihoods. Furthermore, the sustainable livelihoods approach 
recognises the social as well as economic character of livelihood strategies, the principle 
factors implicated in rising or reducing vulnerability, and the micro-macro (or macro-micro) 




































Figure 3. The sustainable livelihoods framework (Scoones 1998, modified).
The vulnerability context refers to the seasonality, trends and shocks that affect people’s 
livelihoods. The key attribute of these factors is that they are not susceptible to control by 
local people themselves, at least in the short and medium term. It is therefore crucial to 
identify indirect means by which the negative effects of the vulnerability context can be 
minimised – including building greater resilience and improving general livelihood security 
(Department for International Development 2000). The notion of vulnerability is further 
characterised by reference to the resilience and sensitivity of the livelihood system, where 
resilience means the ability of the system to absorb change or even utilise change to 
advantage, while sensitivity refers to the vulnerability of the natural resource base to change 
following human interference (Blaikie and Brookfield 1987). According to this theory, the 
most viable livelihood system is one characterized by high resilience and low sensitivity,
while the most vulnerable displays low resilience and high sensitivity (Ellis 1998). The 
sustainable livelihoods approach attempts to develop and enhance an understanding of the 
factors which lie behind people’s selection of livelihood strategies and then to strengthen their
positive aspects. It is to be emphasised that it does not seek to encourage any given livelihood 
strategy because appropriate raw materials, for instance, for such a strategy exist in a certain 
region (Department for International Development 2000).
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Choice and selection in this framework is important because it provides people with 
opportunities for flexibility to adapt over time with regard to employment. It is most likely to 
be achieved by working to improve poor people’s access to assets and to make the structures 
and processes that ‘transform’ these into livelihood outcomes corresponding more to their 
needs (Department for International Development 2000). The livelihood strategies of poor 
people are complex and difficult. Poor people in rural areas, including those with no land, 
typically receive half of their household income from farming. This also includes working on 
other people’s farms (Department for International Development 2002).
Access by the poor to natural resources is crucial for sustainable poverty alleviation (Ellis and 
Allison 2004). The vulnerability context may also influence livelihoods. This could be 
highlighted by a flood, drought or other natural disaster, which could hinder movement 
upwards in the wealth ranking. Also the time period may be referred to in the vulnerability 
context. The households and villages in particular may remember a vulnerable event, for 
example, a natural disaster, at a certain point of time and compare their current welfare 
situation with that before the event. It is important to recognise that vulnerability or livelihood 
insecurity is a constant reality for many poor people, and that insecurity is a main component 
of poverty (Department for International Development 2000). The livelihoods of rural people 
without access, or with very limited access, to natural resources are vulnerable because they 
have problems in obtaining food, accumulating other assets and recovering after natural or 
market shocks or misadventures (Ellis and Allison 2004). Hence important information from 
this study’s point of view is received: has any change taken place with regard to welfare and 
what are the livelihood assets and variables influencing poverty. 
People’s access to various levels and combinations of assets (human, social, financial, 
physical and natural) has most probably a major influence on their choice of livelihood 
strategies. Some activities require, for example, special knowledge or can be very labour 
intensive (a lot of human capital is required). Different livelihood activities have different 
requirements, but the overall principle is that those who are closely linked with and have
plenty of assets are more likely to be able to make positive livelihood choices. That is, they 
will be choosing from a range of options in order to maximise the results of positive 
livelihood outcomes, rather than being forced into any given strategy because it is their only 
option. The effort in terms of livelihood strategies should focus on turning the negative into 
positive – widening choice, reducing costs and extending access (Department for International 
Development 2000). 
According to Scoones (1998), three groups of livelihood strategies are identified. These are
agricultural intensification/extensification, livelihood diversification and migration. Broadly 
speaking, these are considered to cover the range of options open to rural people. Either you 
gain more of your livelihood from agriculture (including livestock rearing, aquaculture, 
forestry, etc.) through intensification (more output per unit area through capital investment or 
increases in labour inputs) or extensification (more land under cultivation), or you diversify to 
a range of off-farm income-earning activities or you move away and seek a livelihood, either 
temporarily or permanently, elsewhere. Or, maybe, more frequently, you pursue a 
combination of strategies jointly or in sequence. According to Scoones (2009), one challenge 
for livelihood perspectives is to deal with long-term change. The term sustainable livelihoods 
implies that livelihoods are stable, durable, resilient and robust despite both external shocks 
and internal stresses. 
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Key resources and livelihood assets are decisive factors in the possible increase of well-being
among households and villages. A completed primary and/or secondary education might be a 
crucial human capital resource when moving upwards in the wealth ranking, while an 
increased yield of a crop or crops might be one of the natural capital assets in order to achieve 
improved welfare. Human capital concerns the skills, knowledge, capability of labour, good 
health and physical capability important for the successful choice and taking into use of 
different livelihood strategies. Natural capital comprises natural resource stocks (soil, water, 
air, genetic resources etc.) and environmental services (hydrological cycle, pollution sinks 
etc.) from which resource flows and services useful for livelihoods are derived (Scoones 
1998).
According to Fox (1996), survey-based work on social capital tends to be more oriented 
toward showing the economic/income effects of social capital rather than the mechanisms 
through which these effects occur. It seems that the more ethnographically oriented work has 
stressed causal mechanisms without necessarily showing that these have in fact affected rural 
people’s poverty (Fox 1996). Social capital refers to the moral, and organizational and 
institutional context within which livelihood decisions are made and it is closely linked with 
issues of trust and reciprocity. These characteristics are intangible and their assessment is 
therefore indirect, interpretative and open to disagreement and debate, and may be subject to 
misinterpretation. Understanding and assessing the ways in which people’s social 
relationships, networks, associational and institutional linkages represent strategic livelihood 
resources is in any event of considerable importance (Department for International 
Development 2000).
Financial capital or assets include any regular flows of money to individuals and households, 
and also the financial services required and used by the poor (including credit, savings, 
insurance and other social protection measures). The assessment of financial assets can be a 
very sensitive matter. People tend not to speak readily about their levels of personal savings 
or wealth, regardless of the form in which these are held (Department for International 
Development 2000).
Counting the assets owned by individuals within a household is relatively easy as items are 
often visible and issues of ownership do not tend to be delicate. Key categories of 
personal/household physical capital or assets include (Department for International 
Development 2000):
 Items that enhance income (e.g. bicycles, rickshaws, sewing machines and agricultural 
implements;
 House quality and facilities (e.g. wall, floor, roof construction materials, cooking 
utensils and furniture);
 Piped water, electricity, waste disposal and other services (do people have access or 
not?); and
 Personal consumption items (e.g. radios, refrigerators and televisions), which are often 
good indicators of relative wealth or poverty.
The theory of the sustainable livelihoods approach predicts that as the wealth of a household 
increases (in land and non-land assets), the less risk-averse the household will be, and thus the 
more willing to undertake investments with uncertain returns (such as in new non-farm 
activities). In the presence of a capital or liquidity constraint, or underdeveloped credit 
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markets, wealthier households could rely on their own liquidity resources (either directly for 
investment, or as collateral) to enter into non-farm activities (Newbery et al. 1981). 
Households with less land and/or non-land assets (for example, livestock, food stocks and
savings) would thus be more risk averse and hence strive for more stable incomes. Moreover, 
in static terms, a household-level land constraint would translate into food output and the need 
to undertake off-farm activities for compensation (Reardon et al. 1992). 
There are many other sustainable livelihood approaches which are similar to Scoones’s
theory. The livelihoods literature recognises that the diversification of livelihood activities to 
manage risk and uncertainty is a major characteristic of most developing-world livelihood 
strategies (Ellis 2000). By livelihoods is meant not only the circulation of various resources,
commonly labelled as forms of ‘capital’ or ‘assets’, but also the means by which social roles 
are constituted and power circulated (McCusker et al. 2006). Rosenzweig (1988) argues that 
in the event that households prefer to smooth their consumption over time and/or are risk 
averse, resources will partly be allocated to smooth consumption and/or to minimise the 
riskiness of income.  
For Sen (1999), endowments (of assets including human and social capital) are the basis for 
capabilities. Capabilities provide opportunities for the achievement of welfare. To quote Sen 
(1999, pp. 74-75): “capability is thus a kind of freedom: the substantive freedom to achieve 
alternative functioning combinations (or less formally put, the freedom to achieve various 
lifestyles)”. Sen (1997) noted that investing in human capital not only means that people 
produce more, and more efficiently; it also gives them the capability to be involved in the 
world more fruitfully and meaningfully, and most importantly the capability to change the 
world. Sen (1997) has proposed abandoning the terminology of human capital as it is too 
economistic, referring to the worth of human capital development only in terms of its 
contribution to productivity. According to Sen, human capital development contributes to the 
quality of life in many more ways than this: a variety of ways which the author calls for
human capability. The capability to read and write, for instance, not only improves people’s 
ability to secure better jobs and do them more efficiently – it also improves their ability to 
participate in discussion, to debate, to negotiate and to add their voice to the mass of voices 
influencing household, local and national discourses on development, etc. Maybe more 
importantly, Sen states that these capabilities improve people’s ability to be agents of change.
According to Bebbington (1999), assets are not only resources that people use in building 
livelihoods; they are also assets that provide them the ability to be and to act. According to 
Norton and Foster (2001), a characteristic of the sustainable livelihoods approach is that it 
facilitates and encourages multi-sector working. A key concern is that the scope for actually 
working this way in a country depends on the existence of structures within government able 
and willing to do so. Moreover, based on Norton and Foster (2001) the sustainable livelihoods 
approach provides a framework for addressing a number of policy issues relevant to the poor, 
not just access to health and education, but issues of access to finance, markets and personal 
security. It emphasises sustainability, and the need for a people centered and participatory 
approach, receptive to changing circumstances, and able to work at multiple levels from 
national to local, in cooperation with public and private sectors. Furthermore, the sustainable 
livelihoods approach is suitable for the context in Laos in taking into account the Lao 
National Growth and Poverty Eradication Strategy.
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Scoones’s sustainable livelihoods approach (1998) was selected as the theoretical framework 
for assessing poverty reduction due to the fact that it is widely used in research and projects.
This approach appeared to be more comprehensive compared to the other livelihoods theories
presented in this study. The sustainable livelihoods approach and framework was also 
selected for this study due to its strengths, as it aims to reflect the complex range of assets and 
activities on which people depend for their livelihoods and recognises the importance to poor 
people of assets which they do not own.
3.5 Theory of entrepreneurship
The individual aspect of entrepreneurship was originally viewed from different branches of 
science. In addition to economic theory, psychological and sociological theories deal with the 
individual aspect of entrepreneurship. Economic theory originates from the thinking that 
entrepreneurs are provided with an opportunity. The psychological view focuses on an 
individual’s internal factors which prompt entrepreneurship, and the sociological view
stresses the social purpose value, which refers to the value that the enterprise creates for 
society – at least, the part that can be measured in terms of expenditures saved by society or 
incomes created as a result of a positive impact on people’s lives (Brooks 2009). The present
study emphasises economic theory, and the so called venture school, in which opportunity is 
acknowledged.
This theory developed by Timmons (1999) argues that the entrepreneurial process is 
predominated by opportunity, it is driven by a lead entrepreneur and an entrepreneurial team, 
it is strong with regard to resources and creativity, it depends on their suitability and balance 
and it is integrated and holistic (Figure 4). This is characteristic for all entrepreneurs despite 
the great variety of businesses, entrepreneurs, geography and technology. The process 
commences with an opportunity in which market demand is a key component in measuring 
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Opportunity Resources
Team
Figure 4. Timmons’s model of the entrepreneurial process (Timmons 1999, modified).
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The second driving force is resources, which include financial resources, assets and people. 
The third driving force is the team which comprise the entrepreneurial leader who learns and 
teaches and the team which should have relevant experience, for instance. The business plan 
provides the language and code for communicating the quality of the three driving forces and 
of their suitability and balance. The business plan should describe the current status, expected 
needs and projected results of the new business. The whole business planning process obliges 
the entrepreneur to analyse all aspects of the business and to prepare an effective strategy to 
deal with any resultant uncertainties (Kuratko 2001). Brooks’s (2009) theory is well in line 
with Timmons’s (1999) theory. A formal business plan motivates people working for the 
business by summarising the ideas, opportunities, goals and objectives. It forces the social 
entrepreneur to complete all the necessary tasks before launching the venture (Brooks 2009).
Entrepreneurship is not a series of isolated activities or undertakings. Rather, it is a process by 
which individuals plan, implement and control their entrepreneurial activities. Furthermore, a 
number of elements affect each event in the entrepreneurial process. According to Brooks 
(2009), the key in the definition of entrepreneurship is that it is the process of carrying out
opportunities without limitation by the resources currently at hand. Commercial
entrepreneurship is characterised by recognizing opportunity in which entrepreneurship starts 
with the acknowledgement that an opportunity exists to create value. Furthermore, an 
opportunity cannot generate a valuable venture without its translation into a business concept. 
If an entrepreneur proceeds to develop a business concept, the following step involves the 
determination and procurement of enough resources. These resources generally include 
money, but they are not limited to finances (Brooks 2009).
The entrepreneur also needs information, human resources, capital and access to credit and 
markets. After an opportunity is recognised and resources procured, the business can be 
launched. After this, an entrepreneur raises the venture in a way that will maximise its payoff. 
This often means continuing to invest, developing a more extensive business strategy, hiring
human resources and dealing with unavoidable conflict. Eventually, the entrepreneur exits 
from the venture, ideally in a way that maximises his or her benefit (Brooks 2009). 
However, as a new sector Brooks presents social entrepreneurship, which often holds up 
Grameen Bank as a first example of recognising the opportunity to create social value and the 
development of that opportunity into a successful social business. Social entrepreneurship 
addresses social problems or needs that are not met by private markets or governments
(Brooks 2009). An example of this in forestry could be social or farm forestry which refers to 
a broad range of tree or forest-related activities undertaken by rural landowners and 
community groups to provide products for their own use and for generating local income.
Social forestry generally benefits from agroforestry technologies, or the integration of trees 
with various forms of agricultural crops and livestock. Social forestry, agroforestry, farm and 
community forestry are all closely related with each other. Each directly or indirectly refers to 
growing and using trees to provide food, fuel, medicines, livestock fodder, building materials
and cash incomes through the active participation of local people (Laarman and Sedjo 1992). 
Moreover, social entrepreneurship is motivated primarily by social benefit. Social 
entrepreneurship works with market forces (Brooks 2009).
Recognizing opportunity is an idea which becomes the core of social value creation (Figure 
5). People who think of new ways to create social value have first to understand what the 
unmet needs of a population really are. The necessary background directs the way for new 
ideas, which depend on the creative process of generating ideas and changing them into 
48
opportunities. The feature of an opportunity is a bright idea for something new. A useful idea 
is necessary for a social enterprise to start, but it is insufficient because there must be a 
willingness and capability amongst the target population to adopt the idea. That is, an 
opportunity appears when there is both supply and demand for the idea.




Figure 5. The process of opportunity recognition (Brooks 2009). 
Covin and Slevin (1991) state that behaviour is the central element in the entrepreneurial 
process and that the actions (or behaviour) of an organisation are what make it 
entrepreneurial. According to Zucchella and Scabini (2007), a difference exists between an 
entrepreneurial firm and a non-entrepreneurial one. Managing a firm can mean solely
imitating the ideas of competitors in a competitive market that permits a high level of returns. 
The components of entrepreneurship (innovative, proactive and risk-taking behaviour) can 
make the difference from other theories. Entrepreneurship includes risk taking in order to 
make use of market opportunities that are unexploited or overlooked by competitors. The joint 
effect of alertness, creativity and risk taking leads to innovation, which comprises successful 
market introduction of new products, services, ventures and organisations (Zucchella and 
Scabini 2007). 
According to Poutziouris et al. (2006), the family business social system is a ‘meta system’ 
comprised of three extensive sub-system components: (1) the controlling family unit –
representing the history, traditions and life cycle of the family; (2) the business entity –
representing the strategies and structures utilised to produce wealth; and (3) the individual 
family member – having the interests and skills of the participating family owners/managers. 
The family may be viewed as a relatively stable group: family members interact influencing 
each other and the business entitity, and identify themselves with one another (Poutziouris et 
al. 2006). The business family, in contrast, is a type of team. At a moment in time, the 
business family forms in order to share responsibility for the success of one or more 
companies. In contrast to passive owners in large publicly held firms, the business family is 
likely to view itself as a sound social entity and is, furthermore, embedded in other social 
systems (Poutziouris et al. 2006). 
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3.6 Gender aspect
An important aspect for the present study is gender. Men and women generally play different 
roles in the livelihoods of their households (Carr 2005). These different roles serve as means 
of marking gender within the household and identifying the value of different genders to the 
household. For example, if in a certain household women are limited to subsistence farming 
while men bring in large amounts of income from non-farm employment, which cover most 
household expenditures, this division of labour may serve both to give social and economic 
meaning to the categories woman and man and, at the same time, give value to these groups
(Carr 2005).
With regard to microfinance, access to credit from the formal sector is severely restricted for 
the rural poor and women due to their lack of sufficient tangible collateral to secure a bank 
loan. Therefore, asset-based lending traditionally disregarded the poor and women as 
‘unbankable’ and ‘uncreditworthy’. This involuntary refusal was based on the high degree of 
risk, high screening, monitoring and enforcement costs, high per-unit of money-lent 
transaction costs, the absence of project-risk analysis and, finally, the income instability of 
borrowers. Hence formal financial institutions ignored this market segment and left the poor
and women with limited alternatives, such as exceptionally high moneylender rates. In 
response to this lack of credit markets for the rural poor and women, the Grameen Bank of 
Bangladesh and other micro credit financing institutions including many NGOs attempted to 
bridge the gap by distributing small loans (often less than USD 100) for income-generating 
purposes. These are more widely regarded as microfinance or micro credit schemes (Hossain 
and Rahman 2001). 
However, even today very often procedures in formal lending institutions require the 
signature of a male head of household, which makes it difficult for female-headed households 
to apply. Despite these difficulties, access to financial services can enable women to enhance 
their skills and ultimately develop their enterprises. Small-scale enterprises have special 
characteristics as they are usually run by poor rural people and are often managed along with 
other farm activities (FAO Forestry Paper 2005). Maes and Basu (2005) came to the opposite 
conclusion. According to them the rural landless, women-led households, people with 
disabilities and economically disadvantaged minorities often cannot afford and cannot take 
the risks associated with a micro credit despite the fact that many are capable of running 
successful and profitable enterprises. Over the past two decades most microenterprise 
development and micro credit initiatives have been targeted at the so-called working poor, the 
majority of which are clustered just above and just below the poverty line (Maes and Basu 
2005).
The gender construction of property management regimes is in most cases disadvantageous to 
women. Women are often not allowed to own or inherit land. If they are widowed or 
divorced, the land to which they have been entitled within their marriage may be withdrawn 
from them. Within patriarchal societies community-based natural resource management 
regimes tend to be dominated by men although it is women who have the greatest share in the 
livelihood contributions of the resource that is being regulated (Ellis and Allison 2004).
Concerning young women, their expectations of a better life have most often been destroyed,
by having been obliged to leave school early (or not attending at all). As a consequence of this 
or a culturally prescribed role as providers (in subsistence agriculture), not only of their own 
new and growing family, but also of a husband who may have migrated to the nearest city, as 
well as of elderly dependants they have had to assist in sustaining the family livelihood. As a 
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result, they are especially vulnerable to environmental factors degrading their main source of 
livelihood, agriculture (Ohlsson 2000). 
Women’s contribution to poverty alleviation, economic growth and private sector 
development are increasingly recognised worldwide. A growing amount of research 
demonstrates the link between women’s empowerment and social well-being. Yet research 
also indicates that women’s economic contributions continue to lag behind their achievements 
in health and education, and a variety of barriers still prevent women in many parts of the 
world from fully contributing to the economy (Bowman et al. 2009).
3.7 Analytic frame of this study
The theoretical framework of this study is based on the sustainable livelihoods approach. It 
also builds on the theory of entrepreneurial process. Poverty is analysed through poverty 
variables and livelihoods in all the data and materials. A modification of the sustainable 
livelihoods framework by Scoones (1998) and the model by Timmons (1999) are incorporated
in the empirical framework of the present study (Figure 6). The present study investigates the 
relation between household resources and economic and social conditions, that is, the linkage 
between livelihoods and micro credits. This study reviews the purposes for which micro 
























Figure 6. Empirical framework of the study.
One typical problem in rural areas is that income sources are seasonal, which is linked with 
the vulnerability context. The vulnerability context refers mainly to seasonality, shocks and 
trends. One example of this is wet and dry seasons. Diversification may assist households to 
protect themselves from environmental and economic shocks, trends and seasonality, thus 
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making themselves less vulnerable. Livelihoods diversification is complicated, and strategies 
may include enterprise development (Ellis and Allison 2004). Other problems may appear due 
to remoteness and isolation from the markets, poor communication infrastructures, poor 
market point of sales and an unstable government policy and macroeconomic conditions. 
Living in rural areas often means there is limited access to institutions providing micro credits 
(FAO Forestry Paper 2005).
Livelihood assets (human, natural, financial, social and physical) are the main part of the
analytic frame of this study. The framework seeks to provide a way of thinking about the 
livelihoods of poor people that will prompt debate and reflection, and, in this way, improve
performance in poverty reduction. In its simplest form, the sustainable livelihoods framework 
regards people as operating in a context of vulnerability. Within this context, they have access 
to certain assets or poverty reducing factors. These become meaningful and valuable through 
the existing social, institutional and organisational environment. This environment also has an 
impact on livelihood strategies, that is, ways of combining and using assets that are open to 
people who aspire to achieving beneficial livelihood outcomes that meet their own livelihood 
objectives. 
Entrepreneurship is closely connected with livelihood assets, in the form of an opportunity. 
Entrepreneurship answers the question whether the household can reach the customers and 
especially whether the household may sell its own cultivated rice to potential customers. It 
concerns access to markets. At the household level, the team (Figure 6) refers to the family as 
an economic entity (Timmons 1999). At the village level, the team refers to the village
development committee (VDC), an entity contributing to the implementation of village 
development fund use and related activities. This will lead through livelihood strategies, such 
as livelihood diversification, to livelihood outcomes in the form of the improved welfare as a 
consequence of village development financing.
Figure 7 presents the empirical approach of the quantitative study. This empirical approach
shows the assumed impacts of taking a micro credit on the poverty status of a household. In 
other words the purpose was to investigate which changes in poverty status had taken place 
with regard to whether a household had received a micro credit or not. 
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Figure 7. Empirical approach of the quantitative study.
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4 MATERIAL AND METHODS
4.1 Triangulation
The use of multiple data and methods, or triangulation, reflects an attempt to secure an in-
depth understanding of the phenomenon in question, that is, poverty. Objective reality can 
never be reached completely. We may receive more knowledge on an issue only through its 
representations (Denzin and Lincoln 2000). The combination of multiple methodological 
practices, empirical materials, perspectives and observers in a single study is best understood, 
therefore, as a method that adds precision, extent, complexity, richness and depth to any 
inquiry or study (Flick 1998).
Denzin (1978) identified four basic types of triangulation: (1) Data triangulation: the use of a 
variety of data sources in a study; (2) Researcher triangulation: the use of several different 
researchers and evaluators; (3) Theory triangulation: the use of multiple perspectives to 
interpret a single set of data; (4) Methodogical triangulation: the use of multiple methods to 
study a single problem. In triangulation, a researcher and an investigator use “different 
methods” – such as interviews, census data and documents – to “validate” findings. These 
methods carry the same domain assumptions, including the assumption that there is a “fixed 
point” or “object” that can be triangulated (Denzin and Lincoln 2000). This study uses 
different kinds of data and applies various trial methods. First, there are village and household 
survey data. Secondly, there are provincial, district and village group (sub-forestry 
management area) level qualitative data. The present study is a combination of data and 
methodological triangulation.
4.2 Microfinance impact methods
A number of commonly used methods for analysing impacts of microfinance on poverty are 
available: randomized controlled trials, quasi-experimental designs and matching of single 
characteristics that distinguish treatment and control groups. Randomized controlled trials are 
used in impact evaluations to indicate causality. The first studies that were conducted by 
means of randomized controlled trials directly pointed out the question of the impact of 
microfinance by studying possible outcomes such as an increase in income or food 
consumption levels, improved children’s school attendance, and better health outcomes. But 
increasingly randomized controlled trials are being used to investigate product design and test 
whether the product features address the needs of clients (El-Zoghbi and Martinez 2011).
The advantages of randomized controlled trials are that there is no selection bias if they are 
carried out well, they are less subject to effects of methodological details, and the mean 
impact is revealed (El-Zoghbi and Martinez 2011). With doubts about the reliability of quasi-
experimental designs, randomized evaluations are gaining popularity in international 
development (Duflo and Kremer 2003). The disadvantages of randomized controlled trials are 
that they are costly in time and money, they are sometimes politically or ethically 
problematic, and they have short time frames for studying outcomes (El-Zoghbi and Martinez 
2011). It is also emphasised that randomized controlled trials are not feasible when variables 
cannot be manipulated (Guo et al. 2004).
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Only three randomized controlled trials studying the impact of micro credit have been 
completed, and the results are limited. Micro credit appears to be appropriate for clients with 
a relatively high capacity for risk and for the entrepreneurial ability to create a business that 
will allow them to earn returns to pay back loans. Research suggests that at its best 
microfinance services may help households in smoothing their consumption and also in better 
dealing with shocks. Recent randomized controlled trial studies, especially those focusing on 
non-credit products (such as microinsurance and microsavings) are showing good results on 
how product design may improve the impact for specific client segments (El-Zoghbi and 
Martinez 2011). 
Quasi-experimental evaluations can be either prospective, in which the treatment group and 
control group are selected in advance of the intervention, or retrospective, in which a control
group is identified after the intervention. Typically, members of the treatment group are 
randomly drawn from the microfinance institution’s list of clients (Karlan and Goldberg 
2007). One of the limitations of quasi-experimental designs is that the selection bias may be 
substantial (Guo et al. 2004).
Selection bias comes out when participation in the programme by individuals is related to 
unmeasured characteristics that are themselves related to the outcome of the programme being 
studied (poverty characteristics, for instance). The selection bias can be divided into two 
sources: to bias due to differences in observable characteristics and to bias due to differences 
in unobservables (Ravallion 2001). In quasi-experimental designs, various statistical models 
such as matching, double differences and instrumental variables are used to control selection 
bias, but it is very difficult in practice to completely remove them. This is a major challenge 
for researchers in the field of impact analysis (Baker 2000). 
With the simple matching technique the observed characteristics of the treated units are taken 
as a base, and there is an attempt to find units in the untreated group (control group) which 
have exactly the same characteristics as the ones defined in the treated group (Venetoklis 
2002). One of the limitations of matching is that if the two groups do not have essential
overlap, a substantial error may be introduced (Guo et al. 2004).
In the control group method a selection bias may occur because of problems in finding a 
location at which the control group’s economic, physical and social environments match these 
of the treatment group, that is, the households who had received a micro credit. Moreover, 
selection bias may occur if the treatment group systematically possesses an “invisible” 
character which the control group lacks (most commonly identified as entrepreneurial drive 
and ability). In addition, receiving any form of intervention from the microfinance 
programme, for instance, may result in a short-term positive response from the treatment 
group, and the control group may also become influenced by contact with the treatment 
group. Finally, the selection bias may occur due to the fungibility of the treatment (for
instance, when a loan is transferred from a borrower to someone else or when the loan is not 
used in the planned way). It must be noted, however, that the control group approach is not 
appropriate when the microfinance services are targeted to a heterogeneous population. 
Beneficiaries of micro credits are the easiest group to approach as generally they accept 
responding questions as one of the responsibilities of being in a programme or dealing with a 
microfinance institution. Motivation for answering questions is a more difficult issue with 
control groups as, having in most cases no connection with a programme they have no interest 
to cooperate (Hulme 2000). 
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Microfinance researchers have used a variety of techniques to identify the control groups, 
namely, those without micro credits in order to solve the problem to investigate the impact of 
micro credits. The extent to which these control groups adequately resemble the treatment 
groups can be assessed only subjectively. With microfinance impact evaluations it can be 
especially difficult to find a control group with similar characteristics as found in the micro 
credit borrowers. A related problem is the bias from non-random programme placement, in 
which outcomes in programme villages are compared to outcomes in non-programme 
villages. The problem with this method is that programmes choose where they operate with a 
reason. They may target the poorest villages, for instance, or they may start cautiously with 
better-off clients before expanding their outreach. The bias from non-random programme 
placement, therefore, can go either way, depending on whether the evaluation compares 
programme villages to non-programme villages that may be better or worse off (Karlan and 
Goldberg 2007). Control group identification techniques have included the following: 
surveying target neighbourhoods (either the same neighbourhoods in which the treatment 
groups live or neighbourhoods with similar demographics) to identify all households engaged 
in the informal sector, and then randomly drawing from a list; and the random walk method, 
that is, starting from a particular point in a neighbourhood walking X number of houses to the 
left, Y number of houses to the right, etc. and attempting to enroll the resulting household in 
the control group (Karlan and Goldberg 2007). 
Closely related with the selection of samples is the theory of counterfactuals which is based 
on the fact that some people receive the treatment, that is, they receive a micro credit and 
others do not, namely, the control groups. The counterfactual question is: “What would have 
happened to those who, in fact, received the treatment, if they had not received treatment?” It 
is not possible to see or hear counterfactuals. It is only possible to create an estimate of them 
(Guo et al. 2004). Determining the counterfactual outcome is a concern in an impact 
assessment study, especially in a case for which baseline data for the inception of the 
programme intervention are not available (Bui 2011). 
Propensity Score Matching has not yet been used much in microfinance impact evaluations 
that measure poverty. Bui (2011) used this method in studying the impacts of the Vietnam-
Finland Forestry Sector Co-Operation Programme. A propensity score is an indicator (a 
number) which describes the conditional probability of being assigned (or not) to a particular 
treatment. By conditional it is referred to a set of characteristics X that can predict such an 
assignment (Dehejia and Wabba 2002). Originally Propensity Score Matching was used in 
medical research. 
Propensity Score Matching employs a predicted probability of group membership (treatment 
versus control group) based on observed predictors, usually as a consequence of the results of
logistic regression to create a counterfactual group (Guo et al. 2004). Propensity Score 
Matching is being used more and more to decrease the impact of treatment-selection bias 
when estimating causal treatment effects using observational data (Austin 2009). It consists of
a randomised experiment in which people are randomly divided into treatment and control 
groups. Propensity Score Matching has advantages when it is able to identify treatment and 
control groups with considerable overlap and when matching has been made on variables that 
are precisely measurable and stable. The limitations of Propensity Score Matching are that 
large samples are required, the group overlap must be remarkable, a hidden bias may remain 
because matching only controls for observed variables and the method is computationally 
expensive (Shadish et al. 2002). 
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The subsequent description of the method for selection of samples was deemed sufficiently 
good for the study’s purpose and specific objectives due to the fact that there were lack of 
resources and technical constraints to use other methods. This decision was strengthened by 
the fact that a baseline study of good quality existed. In this study, elaboration and logistic 
regression modelling were selected as the main research methods.
4.3 Selection of samples
Sample surveys are typically carried out to estimate the distribution of characteristics in a 
population. The larger the sample size the larger the degree of precision, in most cases. The 
extent to which the precision of sample survey estimates is limited by the number of villages 
and households surveyed is described by the term sampling error. Generally, sampling error is 
the result of investigating only some, and not all, of the units in the survey population. The 
ability to estimate with remarkable precision the percentage of a population which has a 
particular attribute by obtaining data from only a small fraction of the total population is what 
separates surveys from all other research methods. Focus group interviews, thematic 
interviews, small group experiments, content analysis or historical analysis do not have this 
ability or these characteristics (Dillman 2000). Provincial forestry leaders, district governors 
or district deputy governors were selected for the thematic interviews.
The fieldwork covered four provinces, eighteen districts, three village groups (sub-forestry 
management areas), 76 villages and 1,518 households (Table 1). In the present study, the 
procedure of selecting villages may be described as strategic, referring to an information-
oriented selection led by the study problem and objectives. Provinces, districts and villages 
were selected to represent different geographical and socio-economic conditions and had all 
participated in village development funding. Village groups or sub-forestry management areas
(SFMAs) were selected based on the fact that they had received forest benefit sharing. As it is 
not a question of programme evaluation, this kind of a sample enables the review of the 
impact of micro credits. Some of the households received a micro credit and others did not,
thus allowing a comparison between the latter and the former.
The sample frame was prepared based on a report on the results of the socio-economic 
baseline study, here referred to as NSC/SEB (Jones 2005) of the SUFORD project. In the
NSC/SEB and the present study, the villages were selected with a modified sampling design, 
namely, Probability Proportional Sampling (PPS). Whenever the clusters (villages) sampled 
are of greatly differing sizes, it is appropriate and reasonable to use the modified sampling 
design PPS (Babbie 2010). Following the recommendation by Lehtonen and Pahkinen (2004), 
this study also used variables that physically measure the size of a population element. Large 
clusters have a better chance of selection than small ones. This was the case in the study 
villages which differed from each other in size quite significantly. 
In this case a two-stage sampling was prepared. In the first stage of sampling, each cluster 
(village) is given a chance of selection proportionate to its size (in number of elements, 
namely, households) (Babbie 1975). A sample of 76 out of approximately 412 villages or 
20% was chosen, following the socio-economic baseline study (Jones 2005). The villages 
could be divided into two categories, poor villages and non-poor villages. 
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The poor villages were identified according to Decree No. 10/PM, of 25/06/2001, whereby
“villages are considered poor if 51% or more of the households in the village are poor”. 
Within the 76 sample villages, 58 poor villages and 18 non-poor villages were surveyed. In 
this study, the definition of a poor village was an important factor. The criteria for poor 
villages were as follows:
 Villages with 51% or more poor families in the village
 Villages that do not have access to education services, that is, no school in the village 
or no school within reasonable distance of the village. 
 Villages that do not receive health services: 
o there is no “medicine box or kit” or a health centre in the village
o when there is injury or sickness, there is no health service available
o the distance from a health centre is more than 6 hours 
 Villages that do not have clean domestic water
 Villages that do not have roads: 
o minimum requirement is that the village does not have a track for push carts to 
reach the village in the dry season   
If a village meets one or more of these criteria it is considered poor (Type of source: 
provincial secondary data sources and statistics).
In the second stage of sampling, however, the same number of elements (households) was
chosen from each selected cluster (village). The effect of these two procedures was to 
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equalize the ultimate probabilities of selection of all elements, since elements in large clusters 
stand a poorer chance of selection within their cluster than those in small clusters (Babbie
1975). In each village a sample of 20 households was randomly selected to facilitate the 
comparison of the results between the villages. The random sampling of households was 
made by the means of drawing lots in cooperation between the researcher and the provincial 
and district project staff as well as the international village development adviser of the 
SUFORD project.
Household refers here to an economic entity. It can be a farm household, a labourer’s 
household or a consumer’s household. However, most households were farm households. The 
criteria for poor households to be defined as poor were as follows:
 Not enough rice to eat all year; maximum three months rice sufficiency; (based on 350 
kg per person per year)
 House made from bamboo with thatched roof
 Not enough money to buy medicine; (based on annual income of less than $60)
 Not enough money to buy clothes, food for household consumption and bedding
 Lack of machinery and draught animals for agricultural production
 Lack of capital for investment
 Insufficient labour
 Access to less than 0.5 hectares of farmland 
If a household meets one or more of these criteria it is considered poor (Type of source: 
adapted by the village development unit of SUFORD from government indicators).
Appendix 1 shows the names of the districts surveyed, and appendix 2 lists the villages 
surveyed.
4.4 Questionnaires
The main method of information gathering in the field were interviews with closed questions 
at village and household level accompanied with semi-structured interviews in provinces, 
districts and village groups. The questions are linked with the theoretical framework and the 
theory of sustainable livelihoods. All the interviews in households and villages were 
conducted by the researcher or local consultants. A set of closed questions for the structured
interviews were first tested in the field, then the questionnaires were elaborated and modified. 
Appendix 3 shows the village and household questionnaires.
The village questionnaire was used to interview village heads. The questionnaire contained
questions of the following indicators.
a. Village questionnaire (closed questions)
i. General village characteristics including land areas






vii. Village development activities
viii. Forest related activities
ix. Community development activities
x. Incomes from various sources
xi. Participation and capacities of villagers in natural resource 
management
xii. Village development and forest related problems and proposed 
solutions
The household questionnaire was used to interview household heads and members.
b. Household questionnaire (closed questions)
i. General household characteristics
ii. Education and literacy
iii. Agricultural land and agricultural cropping
iv. Food consumption and food security
v. Livestock 
vi. Forests and forest management
vii. Water sources and sufficiency
viii. Household income from various sources
ix. Goods, chattel and housing situation
x. Involvement in SUFORD and microcredit activities
4.5 Definition of key variables
With regard to the analytic frame of this study, livelihood assets, opportunity (is the customer 
reachable), team (household and gender roles) and livelihood outcomes (increased well-being: 
poor or non-poor) were analysed empirically. The vulnerability context and livelihood 
strategies could not be analysed empirically. Based on the theoretical framework, the essential 
livelihood assets are the human, social, natural, physical and financial capitals. To assess the 
nature and extent of the livelihood assets that contribute to the well-being versus the poverty 
of the households, key variables were selected for each livelihood asset group. The key 
variables are based on the theoretical and empirical knowledge of the different aspects
considered important for the specific livelihood asset. The key variables per each livelihood
asset are listed below (Table 2). The policy and institutional variable belongs to the social 
capital and the variable refers to the question as to whether the household had participated in 
SUFORD activities. This question means whether the household had received a micro credit. 
This is the central question of the whole study. All the variables are presented in the 
household questionnaire (Appendix 3). 
Many of the variables in natural capital are production variables, such as the production and 
yield of wet season annual cropping. Some transformations of variables were prepared for 
selected variables. For natural capital, wet season annual cropping for the production of 
glutinous rice the following transformations were prepared: the variable was transformed into 
a binary scale so that the production of less than 1,500 kg received a value 0 and equal to or 
more than 1,500 kg received a value 1. 
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Table 2. List of key variables used in well-being and poverty descriptions and analyses at 
household level.
H = Human capital
*1.5 Enumeration area (poor village=0 non-poor village=1)
1.6 Respondent – male head of household (code=0)
1.7 Respondent – female head of household (code=1)
1.10 Total number of persons in the household
1.11 Number of males in the household
1.13 Ethnic origin (others=0 Lao=1)
2.5.1 Reading/writing ability of a male (no=0 yes=1)
2.5.2 Reading/writing ability of a female (no=0 yes=1)
2.5.3 Attended school (male) (no=0 yes=1)
2.5.4 Attended school (female) (no=0 yes=1)
3.3 Ability for financial management (no=0 yes=1)
3.4 Ability for development planning (no=0 yes=1)
S = Social capital
3.1 Are you a member of a Village Development Committee (VDC)? (no=0 yes=1)
9.35 Have you participated in SUFORD activities (received micro credit)? (no=0 yes=1)
N = Natural capital
*4.4 Wet season annual cropping, total production (kg) 
4.5 Wet season annual cropping, yield (kg/ha) 
6.1 Sufficient rice for all year consumption (no=0 yes=1)
6.3 Food security situation compared to 3 years ago (codes 1-6)
6.4 What is the total area of farmland of your household in hectares?
7.1 Number of cattle?
7.2 Number of buffalos?
7.3 Number of local pigs?
7.8 Number of goats?
7.17 Livestock situation compared to 3 years ago (codes 1-6)
P = Physical capital
8.1 Main source of water in the rainy season (dirty water=0 clean water=1)
8.2 Distance to main water source in the rainy season in meters
8.3 Is there enough water to use in the rainy season (no=0 yes=1)
8.4 Main source of water in the dry season (dirty water=0 clean water=1)
8.5 Distance to main water source in the dry season in meters
8.6 Is there enough water to use in the dry season (no=0 yes=1)
8.7 Water sources situation compared to 3 years ago (codes 1-6)
9.33 Goods and chattel situation compared to 3 years ago (codes 1-6)
9.34 House type compared to 3 years ago (codes 1-6)
*The number refers to a question number in the household questionnaire.
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Table 2 (continued). List of key variables used in well-being and poverty descriptions and 
analyses at household level.
**F = Financial capital
Sum of all income:
*9.3 How much income from your own business in the last 12 months in Kip.
9.5 How much income from a government wage in the last 12 months in Kip.
9.7 How much income from a private company in the last 12 months in Kip.
9.9 How much income from employment in the forest in the last 12 months in Kip.
9.11 How much income from relatives in the last 12 months in Kip.
9.13 How much income from sales of your own agricultural products in the last 12 months in 
Kip.
9.15 Value of cattle sales in the last 12 months in Kip.
9.16 Value of buffalo sales in the last 12 months in Kip.
9.17 Value of local pig sales in the last 12 months in Kip.
9.18 Value of cross-bred pig sales in the last 12 months in Kip.
9.19 Value of goat sales in the last 12 months in Kip.
9.21 How much income from sales of forest animals in the last 12 months in Kip.
9.23 How much income from sales of timber in the last 12 months in Kip.
9.25 How much income from sales of firewood in the last 12 months in Kip.
9.27 How much income from sales of charcoal in the last 12 months in Kip.
9.29 How much income from sales of bamboo in the last 12 months in Kip.
9.31 How much income from NTFPs in the last 12 months in Kip.
*The number refers to a question number in the household questionnaire. **1 Kip = 0.00012 USD.
The scale of comparative questions, that is, the situation now compared to three years ago 
(questions 6.3, 7.17, 8.7, 9.33 and 9.34), were transformed from the scale of -3 to 3 to 1-6 for 
technical reasons. The physical capitals of the main source of water in rainy versus dry 
seasons were transformed from the scale of 1-7 to the binary scale as follows: dirty water = 0 
and clean water = 1.
All the incomes were summed up after which the transformation was carried out. All the
incomes were divided into three groups and transformed to the binary scale as follows: low-
income households with 0-300,000 Kip/year (no=0 yes=1), middle-income households with 
300,000-2,500, 000 Kip/year (no=0 yes=1) and high-income households with more than 
2,500,000 Kip/year (no=0 yes=1).  
4.6 Quantitative research methods
4.6.1 Elaboration
In addition to cross tabulation, elaboration was used in this study. An elaboration model is a 
logical model for understanding the relationship between two variables by controlling for the 
effects of a third. It was principally developed by Paul Lazarsfeld (Babbie 2010), and hence
the elaboration is called the Lazarsfeld method, or the Columbia school method. The various 
outcomes of an elaboration analysis are replication, explanation, interpretation and 
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specification. The test variable, also called the control variable, is a variable that is held 
constant in an attempt to clarify further the relationship between two other variables. The 
independent variable will be called the focal variable and the dependent variable the response. 
Therefore, the elaboration model examines the relationship between the focal and the 
response variables in the context of test variables. This takes place by studying the impacts of 
individual and added test variables on the relationship between the focal and the response. In 
the elaboration model, a partial relationship is the relationship between two variables when 
examined in a subset of cases defined by a third variable. After this the partial relationships 
are compared with the initial relationship discovered in the total sample, often referred to as 
the zero-order relationship to indicate that no test variables have been controlled for (Babbie 
2010).
Elaboration is a logical method for analysing relationships among variables that have actually 
been measured (Babbie 2010). Originally the elaboration paradigm was a system for reading 
percentaged trivariate tables (Neuman 1997), but it can be used with any multivariate or 
bivariate analysis tools, such as logistic regression, to investigate changes in original bivariate 
relationships after the introduction of a test variable or variables.   
The first result of an elaboration analysis is called replication. It refers to the elaboration 
outcome in which the initially observed relationship between two variables lasts when a 
control variable is held constant, thereby supporting the idea that the original relationship is 
real. This means that the original relationship has been replicated under test conditions. 
Researchers often use the elaboration model rather routinely in the hope of replicating their 
findings among subsets of the sample (Babbie 2010). The replication pattern is the easiest to 
understand. It is when the partials replicate or reproduce the same relationship that existed in 
the bivariate table before considering the control variable. It means that the control variable 
has no effect (Neuman 1997).  
The second elaboration model result is called explanation. This is the term used to describe an 
improper relationship: an original relationship shown to be false through the introduction of a 
test variable. This requires two conditions: (1) The test variable must be antecedent (prior in 
time) to both the independent and dependent variables. (2) The partial relationships must be 
zero or significantly less than those found in the original (Babbie 2010). Hence in this pattern, 
a control variable comes before the independent variable in the initial bivariate relationship, 
and the explanation pattern changes how a researcher explains the results (Neuman 1997).    
The third result of the elaboration model is interpretation, which is similar to explanation, 
except for the time placement of the test variable and the interferences that follow from the 
difference. Interpretation represents the research outcome in which a test or control variable is 
detected to be the mediating factor through which an independent variable has its effect on a 
dependent variable (Babbie 2010). Therefore, the control variable is an intermediary variable, 
which helps interpret the meaning of the complete relationship (Neuman 1997). 
Sometimes the elaboration model generates partial relationships that differ significantly from
each other. For instance, one partial relationship is the same as or stronger than the original 
two-variable relationship and the second partial relationship is less than the original and may 
be reduced to zero. In the elaboration paradigm, this fourth situation is referred to as 
specification: We have specified the conditions under which the original relationship appears.
The term specification is used in the elaboration paradigm regardless of whether the test 
variable is antecedent or intervening. In either case, the meaning is the same (Babbie 2010).
63
4.6.2 Logistic regression modelling
In many fields, linear regression analysis is one of the most broadly used methods for 
describing the relationship between a response (dependent) variable and one or more 
explanatory variables (covariates). It is often the case, however, that the response variable is 
dichotomous, that is, it takes on only two values, and the most suitable application is a
bivariate analysis, for example, logistic regression analysis. In other words, the major 
difference between logistic and linear regression is that the response variable is dichotomous
in logistic regression while in linear regression it is linear (Cramer 1991). This difference 
between logistic and linear regression is reflected both in the choice of a parametric model 
and in the assumptions. Once this difference is accounted for, the methods used in an analysis 
using logistic regression follow the same general principles used in linear regression (Hosmer 
and Lemeshow 1989). Logistic regression analysis has become the standard method in 
dichotomous response variable situations (Ripatti 1996). 
The impact of predictor (or independent) variables is usually explained in terms of odds 
ratios. Logistic regression applies maximum likelihood estimation after transforming the 
dependent into a logit variable (the natural log of the odds of the dependent occurring or not). 
In this manner, logistic regression estimates the odds of a certain event occurring (Afifi and 
Clark 1984). Computing the odds is a commonly used technique for interpreting probabilities 
(Fleiss 1981). The fundamental assumption in logistic regression analysis is that ln(odds) is 
linearly related to independent variables. No assumptions are made regarding the distributions 
of the X variables. In fact, one of the major advantages of this method is that the X variables 
may be discrete or continuous (Afifi and Clark 1998). As emphasised by Hosmer and 
Lemeshow (1989), there are two main reasons for choosing a logistic distribution: it is an 
extremely flexible and easily used function and it lends itself to meaningful interpretation. 
The logistic curve, illustrated below, is better for modelling binary dependent variables coded 
0 or 1 because it comes closer to the y=0 and y=1 points on the y axis. Moreover, the logistic 
function is limited by 0 and 1, whereas the linear regression function can predict values above 
1 and below 0 (Afifi and Clark 1984). The curve is said to be S-shaped (Figure 8). It 
resembles a plot of a cumulative distribution of a random variable (Hosmer and Lemeshow 
1989). 
The specific form of the logistic regression model with one independent variable (covariate) 
is presented below. A transformation of  is the logit transformation g(x). This 
transformation is defined, in terms of , as follows (Hosmer and Lemeshow 1989):
                                    
(1)
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Figure 8. Logistic curve (Logistic regression 2009).
The importance of this transformation is that g(x) has several of the desirable properties of a 
linear regression model. The logit, g(x) is linear in its parameters, can be continuous and may 
range from -	
	e of x. Another important factor in the difference 
between linear and logistic regression models regards the conditional distribution of the 
outcome variable. In the linear regression model we assume that an observation of the 
outcome variable may be expressed as y=E(Y | x)
	
expresses the deviation of an observation from the conditional mean. The most common 
assumption is that the linear regression model follows a normal distribution with mean zero 
and some variable that is constant across all levels of the independent variable. It follows that 
the conditional distribution of the outcome variable given as x will be normal with mean E(Y | 
x) and a variance that is constant. This is not the case with a dichotomous outcome variable, 
however, when the value of the outcome variable given as x may be expressed as y = 

		 !		"#$ %&%&- (x) with a
probability of  %'%- (x) with a probability of 1 - 
distribution with mean zero and variance equal to (x) [1 - (x)]. That is, the conditional 
distribution of the outcome variable follows a binomial distribution with probability given by 
the conditional mean, (x) (Hosmer and Lemeshow 1989). 




in which g(x) % (0 + (1x1 
 (2x2 
  
 (pxp and p is the number of independent variables 
(Hosmer and Lemeshow 1989). 
The odds ratio is a measure of association which has found wide use as it approximates how 
much more likely (or unlikely) it is for the outcome to be present among those with x = 1 than 
among those with x = 0. The impacts of the independent variables can be interpreted with the 
help of the odds ratio as follows
(3)
The equation informs the change of the odds  when the corresponding independent 
variable changes by one unit (Hosmer and Lemeshow 1989). 
4.6.3 Variable selection method
Variable selection methods are mainly used in exploratory situations in which many 
independent variables have been measured and a final model explaining the situation has not 
been reached. The researcher may have a prior justification for using certain variables but 
should be open to suggestion for the remaining variables. In many situations where regression 
analysis is useful, the investigator has a strong justification for including certain variables in 
the equation. The justification may be to generate results comparable to previous studies or to 
conform to accepted theory. But often the researcher has no preconceived assessment of the 
importance of some or all of the independent variables (Afifi and Clark 1984).
The variable selection problem can be described as considering certain subsets of independent 
variables and selecting that subset that either maximises or minimises an appropriate criterion. 
Two obvious subsets are the best single variable and the complete set of independent 
variables. The problem is in selecting an intermediate subset which may be better than both 
these extremes (Afifi and Clark 1984). Selecting the best single variable is a simple matter: 
we choose the variable with the highest absolute value of the simple correlation with Y.
The forward selection method proceeds, each time adding one variable to the variables 
previously selected, until a specified stopping rule is satisfied. The most commonly used 
stopping rule in packaged programs is based on the F test of the hypothesis that the partial 
correlation of the variable entered is equal to zero. One version of the stopping rule terminates 
entering variables when the computed value of F is less than a specified value. This cut off 
value is often called the minimum F-to-enter (Afifi and Clark 1984). The F value for a 
variable shows its statistical significance in the discrimination between groups, that is, it is a 
measure of the extent to which a variable makes a unique contribution to the prediction of 
group membership (Discriminant Function Analysis 2009). Bendel and Afifi (1977) 
compared various levels of the minimum F-to-enter used in forward selection. A 
recommended value is the F percentile corresponding to a P value equal to 0.15. 
An alternative strategy for variable selection is the backward elimination method. This 
technique commences with all of the variables in the equation and proceeds by eliminating the 
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least useful variables one at a time. One very commonly used technique that combines both 
the forward selection method and the backward elimination method in which a variable is 
added to the predictive equation one-by-one and at a different time is called the stepwise 
procedure. As a matter of fact, the forward selection method is often called the forward 
stepwise method. In this case a step consists of adding a variable to the predictive equation. 
At step 0 the only ‘variable’ used is the mean of the constant. At step 1 the variable with the 
highest computed F-to-enter is entered, and so forth. In the same way, the backward 
elimination method is often called the backward stepwise method. At step 0 the computed F-
to-remove is calculated for each variable. In successive steps the variables are removed one at 
a time. The choice of the minimum F-to-enter and the maximum F-to-remove affects both the 
nature of the selection process and the number of variables selected. Values that have been 
found to be useful in practice are a minimum F-to-enter equal to 2.07 and a maximum F-to-
remove of 1.07 (Afifi and Clark 1998). In this study the option of forcing variables at the 
beginning was used. 
4.7 Qualitative data and analysis
4.7.1 Grounded theory
Theoretical and methodological approaches of scientific research are formulated, according to 
Husén (1994), by paradigms defined as “cultural artefacts, reflecting the dominant notions 
about scientific behaviours in a particular scientific community”. The ‘humanistic paradigm’ 
is “derived from the humanities with an emphasis on holistic and qualitative information” and 
helps to provide an interpretation or understanding of events. Research in the social sciences 
is to some extent participatory, and participatory research is based on quantitative as well as 
qualitative tools of data collection and analysis, which nowadays increasingly tend to be 
combined and characterise the so-called post-positivist approach. According to this definition, 
post positivists “accept that it is not possible to observe the world we are part of as totally 
objective and disinterested outsiders… [post positivists] believe in the possibility to 
approximate reality by realizing that our own subjectivity is shaping that reality” (Muijs 2004,
pp. 5-6).  
The qualitative approach of the present study is to some extent and was as far as possible 
based on the sustainable livelihoods framework and theory. The livelihood assets were
modified during the qualitative analysis. In the analysis of the data grounded theory was used. 
Grounded theory was introduced over 40 years ago by Glaser and Strauss (1967, p. vii) in 
order to “close the embarrassing gap between theory and empirical research”. The authors 
asserted that theory cannot be separate from method, but that the two are inter-connected and 
concepts will emerge through the continual analysis of data. It is because of the continual 
process of data collection and analysis that it is also termed ‘constant comparative analysis’
(Glaser and Strauss 1967, p. 77). Grounded theory methodology is aimed at producing theory 
that is ‘conceptually dense’ (Denzin and Lincoln 1998). Grounded theory is a research 
strategy that integrates research planning, performance and analysis. The application of 
grounded theory requires no specific methods of data collection. Observation and interviews 
are often used (Titscher et al. 2001). Grounded theory is a general methodology for 
developing theory that is grounded in data systematically collected and analysed through 
primary research (Denzin and Lincoln 1998). It is most frequently used where there is little or 
no actual earlier theory development or empirical research in the field of interest (Punch 
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2005). The main strength of the approach is that theory increases during primary research 
through a simultaneous process of data gathering and analysis. 
In grounded theory, guided by some initial research questions, the investigator collects an
initial set of data, preferably quite small. At that point, analysis of the data commences. The 
second set of data is collected after the first analysis of the initial data, guided by emerging 
directions in that analysis. This is the principle of theoretical sampling – the idea that the 
following data collection should be guided by theoretical developments that emerge in the 
first analysis. This cycle of alternation between data collection and analysis is not limited to
two repetitions. It continues until theoretical saturation is achieved – that is, until new data do 
not show any new theoretical elements, but are rather confirming what has already been found 
(Punch 2005). Grounded theory is based on a concept-indicator model with the help of which 
empirical indicators are coded according to concepts (see Figure 9). Concepts are 
designations or labels which are attached to individual events (indicators). In this it is not a 
matter of a priori operationalisation of theoretical concepts but of looking for indicators of 
temporal concepts in the data. The researcher studies many indicators (modes of behaviour, 
events, etc.) and then ‘codes’ and classifies them as indicators of a class of events. With 
concepts it is primarily a matter of so-called sensitising concepts or central ideas which are 
transformed into a provisional research question. Coding is the general term for the 
conceptualisation of data. The researcher asks questions about categories and their contexts 
and offers provisional answers. The process of coding the data is a repeated one: as new 
categories emerge, previously coded data must be recorded to see if they contain any 
examples of new codes. The aim of data analysis is first to develop a stable set of categories, 
and then to code the whole of the data using these categories. Then, those categories which 
reflect the central and most important concepts for a particular piece of analysis are analyzed 
in detail in order to explore their precise meaning and their relationship to other categories 
(Titscher et al. 2001). Also, new categories may arise during the analysis. The following stage 
is to elaborate the researcher’s preliminary understanding to cover the field of relevant 
objects; for this the procedures of ‘brainstorming’, group discussion among the researchers 
and the study of appropriate literature are recommended (Titscher et al. 2001). As there is 
little proper evidence on the attitudes of provincial and district forestry and other authorities 
as well as village groups regarding village development funds, a grounded theory approach 
allowed the study to evolve without preconceived assumptions about the attitudes of the 
interviewees. However, sustainable livelihoods theory also provided a framework for the 
qualitative analysis, to a certain extent.
The present study has been conducted keeping the views of Mills (1959) in mind and 
therefore it applies a flexible and reflexive perspective “to explore, analyse and represent 
local knowledge and perceptions in local people’s own terms” (Cornwall and Jewkes 1995, p. 
1671). Mills (1959, p. 177) argued that “there is no way in which any social scientist can 
avoid assuming choices of value and implying them in his work as a whole”. This has an 
impact on how indicators are constructed and measured. Research is influenced by external 
political and economic factors and the social scientist cannot be considered an “autonomous 
being standing outside society”. In the same way, Geertz (1968, p. 40) argued that “a 
professional commitment to view human affairs analytically is not in opposition to a personal 
commitment to view them in terms of a particular moral perspective”. 
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Figure 9. Diagrammatic representation of grounded theory analysis (Punch 2005).
The study of people’s views and experiences is a research problem which lends itself to more 
qualitative types of research (Strauss and Corbin 1990) and appears to be a suitable method 
for the village group, district and province levels in this study. When investigating people’s 
conceptions, a qualitative approach is justifiable because, unlike quantitative research, it 
includes explanations of deviant cases as well. The present study views local people and local 
leaders as a heterogeneous group and both the quantitative and qualitative approach are 
regarded as appropriate because they the former provides a lot of detailed information and the 
latter helps to conceptualize what lies behind human actions. An important characteristic of 
qualitative approaches is that they seek to provide a holistic view of situations or 
organisations (Cassell and Symon 1994). 
4.7.2 Semi-structured interviews and their analysis
The grounded-theory approach was implemented using semi-structured interviews with three
provincial and 12 district authorities (provincial forestry heads, and district deputy governors 
and governors) as well as three village groups, also called sub-forestry management areas 
(heads of village groups), in order to evaluate the impacts of village development funds and 
the forestry benefit sharing system. 
The province/district semi-structured interviews were based on specific themes. The 
discussion contained questions concerning village livelihood activities and whether village 
development financing had contributed to increased welfare and sustainable forest 
management in the SUFORD financing model. The interviews also contained questions 
regarding province/district heads’ opinions on the sustainability of the village development 
financing/fund system and specifically of the adequacy and appropriateness of village 
development funding guidance, tools and capacity building. This means that the delivery 
69
mechanism was investigated. Furthermore, the discussions comprised questions on the 
following indicators: if the participatory SUFORD approach successfully motivates 
stakeholders (province and district authorities, villagers and households) to contribute to 
Sustainable Forest Management (SFM), and the motivation and capacity of government staff 
working on village financing activities. 
The semi-structured village group interviews concerned villagers’ satisfaction with the level 
of benefits received from Participatory Sustainable Forest Management (PSFM) 
implementation under SUFORD and the proportion of village people who had become 
members of a village forest organization (VFO).  
In the interviews, the number of background and demographic questions was minimised. 
Instead, the method of asking about significant issues more than once in different words at 
different stages of the interview was utilised. The interviews were concentrated on small 
samples in order to identify typical versus marginal (deviant) cases. Snowball sampling was 
also applied: snowball sampling is a non-probability sampling method whereby each person 
interviewed may be asked to suggest additional people for interviewing (Babbie 2010). In 
practice, this meant that the provincial forest agency leader recommended interviews with 
district level and village group level leaders.
All interviews were conducted by the researcher. All these interviews were carried out with 
the assistance of an interpreter, a local consultant in the project. Only one interpreter was used 
during the whole study time. Using an interpreter in interviews adds one more step to the 
interpretation of the material; first, an interviewee presents his/her view, secondly an 
interpreter translates the response and thirdly, the researcher interprets the response. 
Therefore, a qualified interpreter is essential for a researcher in order to minimize any change 
to the information provided. One constraint in this study was the difficulty in finding a
qualified local consultant, who would also act as an interpreter, for helping in interviews and 
collecting data. However, with the help of the project a local consultant and interpreter was 
found from the Lao ethnic group.  
In addition to the semi-structured interviews, the interpreter translated other conversations, 
gave cultural guidance, helped in communicating with local officials and project personnel
and sometimes translated written material (such as answers to the questionnaires). He also 
assisted in the practicalities, introduced the researcher to the provincial and district leaders, 
village groups and villagers, and helped in selecting the interviewees in accordance with the 
researcher’s instructions. Local people often feel more comfortable speaking to a Lao 
interpreter and local consultant than to a foreign researcher. However, sometimes it was 
difficult to judge what people actually thought about the interviewing and questions and 
whether their answers expressed what they really believed given that this is a culture in which 
people dislike to say no, particularly to a guest. The interpreter helped in judging the situation 
in these cases. Although the interpreter was not a professional interpreter, he had an academic 
background, which helped him to understand the requirements of academic research and the 
basic principles of the interpretation. 
Language plays a central role in collecting qualitative material using interviews. Therefore, 
information embedded in the richness of the language will be lost if the researcher does not 
speak the same language as the interviewee (Alasuutari 1999). The vocabulary and the way of 
expressing things may vary substantially in different languages. It may also be that the 
interpreter does not translate everything that the interviewee said, which might be crucial 
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information for the study. Grönfors (1985), for instance, states that the better the researcher 
understands the informants’ language and its usage, the more accurate is the information 
gathered. This concerns not only interviews but also observations: the researcher should be 
able to listen to what is said and be able to utilise fully the information by observation. Most 
interviewees were from the Lao ethnic group, which should decrease systematic bias, that is,
the interviewees could speak in their mother tongue. However, the interpreter was not a 
qualified interpreter. This means that he might have translated some answers incorrectly. One 
sought to avoid this by asking the same question a couple of times in different ways.
Unlike quantitative research that requires data to fit into preconceived standardized codes, the 
researcher’s interpretations of data shape his or her new codes in grounded theory. Initial or 
open coding takes shape through our examining each line of data and then defining actions or 
events within it _ line-by-line coding (Glaser 1978). This coding keeps us studying our data.
Dimensionalising, axial coding and the conditional matrix are procedures that are intended to 
make researchers’ emerging theories denser, more complex and more precise (Denzin 2000).
Axial coding creates new relationships between concepts (Figure 9). In selective, or focused,
coding a core category is selected and the core category is the central phenomenon around 
which all other categories are integrated (Charmaz 1983) Selective coding uses initial codes 
that reappear frequently to sort large amounts of data (Denzin 2000). According to grounded 
theory, open coding is the process of breaking down, examining, comparing, conceptualizing
and categorizing data (Charmaz 1983). The present study uses axial coding in the conducted 
interviews at province, district and village group levels. 
As a stimulus to the coding process, a sort of framework of concepts, or coding families, may 
include the following (Titscher et al. 2001):
 c-families – causes, consequences, correlations and constraints;
 process family – stages, phases, durations, passages, sequences, careers and fund 
delivery;
 degree family – measure, degree, intensity, level, boundary value and critical value;
 type family – types, classes, genres and classifications;
 strategy family – strategy, tactics, techniques, mechanisms and management;
 interaction family – relations, interactions, symmetry and rituals;
 identity family – identity, self-image, change of identity and alien images;
 culture family – norms, values, socially shared attitudes 
In this study a combination of c-families and type family was used. The coding procedure is
undoubtedly central to the method of this study, and, on the basis of interviews, concepts were
developed, categorised and dimensionalised. For the purpose of the final analysis in this study 
the axial coding was used as the coding procedure. In grounded theory, we start with data 
generated from some initial research questions. The objective is to discover and develop 
theory, grounded in what is central in those data. In this approach, theory is seen as a set of 
propositions which show the connections between concepts that are at a higher level of 
abstraction than the data themselves. Therefore grounded theory analysis involves the 
identification of categories, as first-order abstractions, and the inductive development of a 
higher-order concept (the core category), at a second level of abstraction, from those 
categories. Once that is done, the core category is elaborated through its interconnection with 
other first-order concepts in the data (Punch 2005). 
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Eventually, there is probably no better mechanism for ensuring that the creation of categories 
is interactive between research questions and data than the process of indexing itself, whether 
this is at the pilot study stage or at a point later on. Once the researcher has revisited the 
research questions, and thoroughly familiarized himself/herself with the data, it is a good idea 
to develop a few trial categories, and start a trial run (Mason 2002). According to Finch 
(1984), qualitative methods – in the author’s case, interviewing – promote a high degree of 
trust among research subjects, which in turn gives us a special responsibility to ensure that we 
do not abuse that trust by invalidating commitments, acting in fraudulent manner or producing 
explanations that may damage the interests of those subjects. Cross-sectional indexing of data 
involves planning a consistent system for indexing the whole of a data set according to a set 
of common principles and measures. This technique can also be called ‘categorical indexing’,
to the extent that it uses classificatory categories to establish a common index. The central 
idea of indexing is that the researcher applies a uniform set of indexing categories 
systematically and consistently to his data (Mason 2002).
Comparing is essential in identifying abstract concepts, and in coding. At the first level of 
coding, it is by comparing different indicators in the data that we arrive at the more abstract 
concepts behind the empirical data (Punch 2005). Thus it is comparison which leads to raising 
the level of abstraction, to the ‘one-upping’ (Glaser 1978) so essential to conceptual 
development (Punch 2005). Comparing concepts and their properties at a first level of 
abstraction enables us to identify more abstract concepts. The systematic and constant making 
of comparisons is therefore essential to conceptual development at all levels in the analysis of 
qualitative data (Punch 2005). Tesch (1990), in her comprehensive survey of methods used in 
qualitative data analysis, sees comparison as the central intellectual activity in analysis. Glaser 
and Strauss (1967), co-founders of grounded theory, saw comparison as so important that they 
described grounded-theory analysis as the ‘constant comparative method’. Thus comparing is 
at the heart of grounded-theory analysis (Punch 2005).
4.8 Errors in data and triangulation
Definitions of reliability and validity are based on the thinking that a researcher can get hold 
of an objectively verified reality. In addition, both definitions have usually been used when 
discussing measurement (Hirsjärvi and Hurme 2004). Reliability and validity are both internal 
or measurement errors (Karppinen et al. 1994). Reliability is a central concept in 
measurement. Reliability can be defined as the non-randomness of results (Eskola 1975). It 
equals the proportion of the true variance made up by the observed variance (Tarkkonen 
1984). Reliability basically means consistency over time (or stability) and internal 
consistency. First, consistency over time, or stability of measurement over time, is usually 
expressed in the question: if the same instrument were given to the same people, under the 
same circumstances, but at a different time, to what extent would they get the same scores? 
To the extent that they would, the measuring instrument is reliable. Second, since multiple 
items are used to help us infer the level of the latent feature, the question concerns the extent 
to which the items are consistent with each other, or all working in the same direction. This is 
the internal consistency of a measuring instrument (Punch 2005). 
There are a number of devices for checking reliability in scales and tests, such as ‘test-retest’ 
(administering the same test some time after the first), the ‘alternate forms method’ (where 
equivalent versions of the same items are given and results correlated) or the ‘split-half 
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method’ (where the items in the test are split into two matched halves and their scores then 
correlated). These methods are not always feasible or necessary, and there are disadvantages 
and problems associated with all three (Bell 2005). We should note that all measures have 
some unreliability. However, it is more difficult to reduce error variance in social and 
psychological measurement than, for instance, in physical measurement (Punch 2005). 
Validity can be defined as not having a systematic error in the results. In conventional usage, 
validity refers to the extent to which an empirical measure adequately reflects the real 
meaning of the concept under consideration. A measure is valid when it measures what it is 
supposed to measure (Neuman 1997).
The courtesy bias, which refers to the reliability and validity of results, occurs when strong 
cultural norms cause respondents to hide anything unpleasant or give answers that the 
respondent thinks that the interviewer wants. Respondents may seriously understate or 
overstate some characteristics (income, accomplishments and education, for instance) because 
of cultural norms. In addition, the manner in which answers are given (tone of voice, 
situation, for instance) may change their meaning (Neuman 1997). 
Neuman (1997) lists some interview bias such as mistakes by the respondent such as 
forgetting, embarrassment, misunderstanding, or lying because of the presence of others, or 
unintentional errors or interviewer sloppiness, that is, contacting the wrong interviewee,
misreading a question, omitting questions, reading questions in the wrong order, recording the 
wrong answer to a question, interpreting and translating some answers in the wrong way or 
misunderstanding the interviewee.
Representativeness, which refers to sampling error, describes the quality of a sample having 
the same distribution of characteristics as the population from which it was selected. In other 
words, a sample is representative of the population from which it is selected if the aggregate 
characteristics of the sample closely approximate those same aggregate characteristics in the 
population. Representativeness is enhanced by probability sampling and provides 
generalisability and the use of inferential statistics. Samples need not be representative in all 
respects; representativeness is limited to those characteristics that are relevant to the 
substantive interests of the study (Babbie 2010).
In this study, data triangulation was used in order to increase reliability and validity, and in 
order to acquire multiple perspectives on the research questions. First, there were household 
and village interviews and materials. Second, there were interviews with provincial and 
district forestry leaders and other leaders, and the reporting of these. Third, there were 
interviews with representatives of the village groups. At the same time, the study also applied 
method triangulation. Households and villages provided quantitative answers using structured 
questionnaires on the welfare improvements due to village development financing, micro 
credits, while the provincial and district forestry leaders and other leaders provided their 
opinions through thematic interviews. The representatives of the village groups, on the other 




5.1.1 Description of village in terms of poverty and ethnic group status
In the village survey, representatives of the village development committees, who were
responsible for village development funds (micro credits) were interviewed in 2008. The total 
population in the 76 sampled villages was 39,349 persons. A total of 58 villages or 76% of the 
total number of villages were classified as poor. The total population in Khammuane, 
Savannakhet, Saravane and Champassak provinces was about 2.1 million people 
(Britannica… 2005). There were a total of 6,895 households in the sampled villages of which 
4,773 were in poor villages and 2,122 in non-poor villages. The average sized village 
consisted of 91 households, 103 families and about 630 people. The average size household 
was 6.27 (6) persons. Compared to the baseline study year of 2005 (Jones 2005), the villages 
had expanded in terms of number of the households, as previously villages had an average 82 
households. This expansion of the size of the villages might partly have depended on the new 
policy of merging villages in order for them to become larger entities. The average size of the 
household had also increased compared to the year 2005 (5.85 persons). The population 
statistics of poor and non-poor villages in the sample of 76 villages is indicated in Table 3.
Table 3. Population statistics per province by poor and non-poor villages (SUFORD 2008).
Province Poor villages Non-poor villages
Men Women Men Women
Total
Khammuane 4,757 5,407 1,330 1,252 12,746
Savannakhet 2,523 2,442 2,076 1,973 9,014
Salavane 1,447 1,680 1,842 1,891 6,860
Champassak 4,136 4,341 1,112 1,140 10,729
Total 12,863 13,870 6,360 6,256 39,349
There were 1,301 single parent families of whom 868 persons were in poor villages and 433
in non-poor villages. This means that about 18% of all households in poor villages were
single headed and about 20% of the households in non-poor villages were single headed. In 
all the villages of Savannakhet province and in the non-poor villages of Khammuane province
there were fewer women than men. It might be that some of the women had migrated.
One positive impact of the SUFORD project concerns the wealth ranking of the villages. As 
many as 21 sampled villages in the project area moved upwards in the wealth ranking and 
became non-poor villages compared to the baseline study in 2005. The increase in wealth in 
these villages was concentrated in two provinces: Khammuane and Champassak. Nine of the 
new non-poor villages were located in Khammuane and 12 villages in Champassak. It might 
be that these provinces had better access to credit and markets.
On the other hand, there were some villages which had moved from the status of non-poor to 
poor village. One reason for this might be an inaccurate estimation of the poverty situation
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made by the villagers. In Champassak province two villages, Kenglay and ThongPhao, were 
merged and were subsequently called ThongPhao. Both in 2005 and 2008 ThongPhao’s status 
was poor, that is, more than 50% of the families were poor, which provided a natural 
explanation to Kenglay’s move from being a non-poor village to being a poor village. 
In 2005, there were 13 ethnic groups in the sampled villages. In 2008, there were 7 ethnic 
groups in the 76 sampled villages (Table 4). Of these villages 47% were Lao, 17% were
Phutai, 13% were Katang, 13% were Makong, 7% were Taoey, 1% was Pako and 2% were 
from other ethnic groups (mainly Laven). 
Table 4. The number of villages by ethnic groups in the provinces.
Province Number of villages by ethnic groups Total
Lao Phutai Katang Makong Taoey Pako Others
Khammuane 12 12 0 9 0 0 0 33
Savannakhet 3 0 8 1 0 0 0 12
Salavane 4 1 2 0 4 1 0 12
Champassak 17 0 0 0 1 0 1 19
Total 36 13 10 10 5 1 1 76
5.1.2 Natural capital
Rice fields and rice sufficiency
The following numbers for households in villages with rice fields and average household 
agricultural land use areas have been calculated based on the estimations of the villagers
(Table 5). Wet rice cultivation refers to lowland rice cultivation, which is the most common 
type of cultivation in Southeast Asia. Garden rice cultivation is a part of agroforestry practices 
and is intercropped with vegetables. Agroforestry practices integrate trees or woody 
perennials with crops and/or animal production fields. These techniques include hedgerows, 
intercropping, homegardens, alley cropping, silvopastoral systems, and improved fallows
(Sodarak et al. 2005).
There were relatively more households with wet- and garden rice fields in poor villages than 
in non-poor villages. It appears that poor households had better access to agricultural land and 
vehicles compared to their previous situation in 2005. The average household agricultural 
land use area among poor households was 1.2 ha in 2008 and among non-poor households 2.0 
ha. In 2005 poor households had an average of 1.0 ha agricultural land and the average 
agricultural land area for non-poor households was 0.5 ha. Garden rice is often cultivated side 
by side with cash crops.
In 2008 there were a total of 1,876 households who suffered from rice deficiency in poor 
villages. In non-poor villages there were 1,034 households who suffered from rice deficiency. 
Rice deficiency is very much dependent on weather conditions during the year of 
measurement. In the production period of 2007/2008 about 93% of poor villages (89% of 
non-poor villages) had a rice deficiency, while three years earlier the corresponding figures
were 97% (91% for non-poor villages). See Table 6. 
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18 24 1,815 32 16 21 594 34
Total 76 100 5,601 100 69 91 1,772 100
Table 6. Proportion of households with a rice deficiency and its duration by poor and non-










duration of rice 
deficiency in 
villages
Poor villages 97% 5.3 months 93% 4.8 months
Non-poor
villages
91% 4.9 months 89% 4.1 months
5.1.3 Physical capital
Village infrastructure  
Information was gathered on health, education, access to infrastructure and domestic water 
supplies. Table 7 summarises the percentage of poor and non-poor villages in which five of 
the key infrastructure assets were available. 
The infrastructure situation in the study villages had improved compared to 2005 mainly due 
to the implementation of government and other projects (not the SUFORD project). Schools 
and access to roads had improved in particular both in poor and non-poor villages over 
roughly a three-year period.
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Table 7. Key infrastructure assets in poor and non-poor villages in 2005 and 2008.
Water supplies
Information was gathered on six types of village water supplies including dams, wells, 
protected boreholes, unprotected boreholes, streams and rivers (Table 8).
Table 8. Water supplies in poor and non-poor villages in 2005 and 2008.
2005 2008
Poor villages Non-poor villages Poor villages Non-poor villagesAsset
Number % Number % Number % Number %
Dam 3 5 2 10 2 3 1 6
Well 28 47 11 52 29 50 7 39
Borehole, 




28 47 12 57 4 7 2 11
Stream 30 51 8 38 16 28 3 17
River 10 17 5 24 4 7 3 17
Other 1 2 2 10 6 10 1 6
Note: A village can have more than one water source.
For the constructed water supplies, that is, wells and protected and unprotected bore holes, 
poor and non-poor villages had almost equally good facilities. The situation was different in 






















31 48 42 28 11 -20
School in 
village
88 86 97 100 9 14
Access by car 
(vehicle) 
75 86 97 100 22 14
Access by car 
(vehicle) all 
year




100 100 100 100 0 0
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Poor villages in particular seemed to have benefited from the government and other 
investments in water supply facilities. One positive impact both in poor and non-poor villages 
was the change from unprotected boreholes to protected boreholes. The SUFORD project had 
a small impact on improved water supplies in the sampled villages, as sinking funds for the 
financing of tube wells were used in only three of the sampled villages.
5.1.4 Financial capital
Income from employment in forest activities
One of the important objectives of the SUFORD project is to improve living standards in the 
project villages by involving villages in forest activities such as forest inventory, timber 
harvesting, transportation and forest “slashing” (under storey maintenance). Table 9 indicates 
employment in these activities from the year 2000 until 2004 and in 2007-2008.
Compared to the baseline study, the number of villages, number of employees and average 
income from employment in forest inventory had increased. In 2007-2008 the average income 
per village from employment in forest inventory had increased compared to 2000-2004 (Table 
10). As a consequence of the preparation of forest management plans, fewer harvests take 
place which leads to fewer employees and lower incomes from timber harvests as well as 
improved forest conservation, which is part of sustainable forest management. In 2007-2008 
the number of employees per village who participated in timber harvests in poor villages had 
decreased compared to 2000-2004. Inflation in consumer prices in the Lao PDR was 6.8% in 
2006, 4.5% in 2007 and 7.6% in 2008 (Lao PDR 2010).
One should take into account that only three villages out of the above mentioned 26 villages
engaging in timber harvest activities in 2007/08 (Table 10) were recorded in the SUFORD 
statistics, which obviously means using the SUFORD model for planning timber harvests. 
These villages are Some in Khammuane and Naxuark and Naxeng in Savannakhet. Twenty-
three other villages have not received support from the SUFORD project, that is, most 
probably they use the earlier model for timber harvests existing before the SUFORD project.
The earlied model applied to non-sustainable forest management. Twelve of the villages are 
located in Khammuane province, three of them in Savannakhet, seven in Saravane and one 
village in Champassak.
Savannakhet villages earned higher incomes from timber harvesting than villages in other 
provinces where the average village income from timber harvests over the past year was 
21,080,000 Kip. This can be explained by the short distance to markets in this province. In 
Champassak the corresponding figure was 500,000 Kip, in Khammuane it was 5,595,800 Kip 
and in Saravane it was 2,836,000 Kip. A similar situation with regard to timber harvesting 
income was already present in 2000-2004 when Savannakhet earned the most the timber 
harvesting (50,805,000 Kip/village) and Champassak the least (1,027,000 Kip/village). 
Saravane was the only province where timber transportation activities took place over the year 
2007 with an average income of 50,920,000 Kip per village. Khammuane was the only 
province having forest cleaning activities in the sampled project villages with an average 








































































































































































































































































































































































































































































































































































































































































































































































































































































Positions in Village Development Committees (VDCs)
Generally, the number of individuals in a VDC varied, but on average there were five to six 
people in each VDC regardless of whether they were poor or non-poor villages. The most 
frequently occupied positions among the interviewees were village heads, village elders, 
village security, and the Lao Women’s Union as per Village Development (VD) guidelines.
In 2008 there were 51 women or 20% occupying positions in Village Development 
Committees as per VD guidelines, and these women were representatives of the Lao 
Women’s Union. Men were occupied 205 positions or 80% of all the available positions. In 
2005, women had occupied about 18% of the positions in the VDCs, hence, a slight increase 
in women participation took place compared to earlier. However, the difference was small.
Ninety-eight of the office bearers (38%) came from poor households and 160 office bearers 
(62%) were from non-poor households.
With regard to the role of various ethnic groups in the VDCs, first came the Lao with 119 
followed in turn by the Phutai with 51, the Katang with 27, the Makong with 40, the Taoey 
with 14 and the Pako with three. In 2005 the Lao occupied about 44% of all the VDC 
positions, while in 2008 this had risen to 46%; a small change.
Villagers occupying positions in the VDCs provided an assessment of their own level of 
competence in financial management and in development planning in relation to SUFORD
(see Table 11). The development planning included the preparation of a work plan, a
personnel plan, documents and other necessary equipment so that a VDC would fully 
understand the nature of village authority and the villagers of the village where it would go to 
work.
Some villagers were not able to evaluate their competence in financial management and 
development planning. The financial management ability of the villagers is still weak, even 
weaker than in 2005, which may be explained by the fact that at that time the villagers did not 
evaluate their competence in relation to the training received by SUFORD. 
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Table 11. Level of competence of VDC members in financial management and development 




Low competence 276 villagers (63%) 181 villagers (74%)
Medium competence 153 villagers (35%) 60 villagers (25%)
High competence 9 villagers (2%) 3 villagers (1%)
Total number of 
villagers 438 (100%) 244 (100%)
Development 
planning
Low competence 276 villagers (63%) 102 villagers (41%)
Medium competence 156 villagers (35%) 148 villagers (59%)
High competence 7 villagers (2%) 1 villager (0%)
Total number of 
villagers
439 (100%) 251 (100%)
Welfare development
In the village survey of this study, welfare development was measured and regarded as social 
capital. However, it overlaps with many other capitals such as physical and financial. The 
welfare situation and varioud welfare indicators (access to schools, health, water sources, 
roads, food security, livestock, villager income from employment in forest and timber 
revenues because of SUFORD activities) were evaluated by all the villages. According to the 
villagers, the welfare situation in 2008 was evaluated as being very good compared to three 
years earlier. Inhabitants in non-poor villages were somewhat more satisfied with the welfare 
situation than villagers in poor villages. Based on the questionnaire survey, the villagers 
estimated that access to schools had improved considerably during the last three years. This is 
in line with the earlier results presented in this study (Table 7). Concerning this indicator,
villagers in non-poor villages considered the school situation much more improved compared 
to poor villages. In all the provinces, the villagers were very satisfied with the improved 
access to schools, Savannakhet and Saravane provinces being the most satisfied with the 
situation.      
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Health services were estimated to be very good compared to the situation three years earlier
by all villagers. It appears that poor and non-poor villages were almost equally satisfied with 
the improved health care services. Saravane’s villagers were the most satisfied with the 
current health care services in the villages, while Savannakhet’s and Champassak’s villagers 
were the most unsatisfied with the situation. Of the sampled villages, only three had received 
VD grants linked to health (birth delivery house or medicine kit). 
The water sources situation was evaluated to be good compared to the year 2005. As the 
water sources situation was almost equally good in poor and non-poor villages in 2008, there 
were no major differences in opinion between poor and non-poor villages. Water sources 
were evaluated positively in Savannakhet province in particular. In Saravane province there 
seemed to be place for improvements with regard to water sources, according to the 
assessment of the villagers. In three sampled villages, the SUFORD project had given VD 
grants for tube wells. 
The state of roads was evaluated to be good by villagers but this was one of the indicators 
with the lowest satisfaction rating. It appears that poor villages were especially unsatisfied 
with the state of the road network, although some improvements had taken place during the 
three years. Savannakhet’s villagers were the least satisfied with the state and accessibility of 
the roads. SUFORD had had a minor impact on the road network in the villages.
On average, villagers evaluated the food security situation as good compared to the situation 
three years earlier when the village grants were released or were planned to be released. The 
SUFORD project had had a direct, positive impact on the improved food security in the form 
of village credits and community revolving funds in particular. A total of 27 sampled villages 
had village development activities in buffalo raising, farm land clearing, rice bank, peanut, 
organic fertilizers, rice plantation, fish, rice seeds and soybean. Naturally, villagers in poor 
villages still suffer from rice insufficiency to a larger extent than villagers in non-poor
villages. 
The livestock situation was evaluated to be good by all the villagers compared to 2005,
mainly due to SUFORD’s village development activities and financing. Village development 
activities in livestock were performed in 74 sampled villages. Poor villages, too, had received 
funds for livestock purposes as they were almost equally satisfied with the livestock situation 
as non-poor villages. Furthermore, the livestock situation appears to be evaluated as being
equally good in all the provinces. 
On average, all the villagers evaluated that the SUFORD project had very positively 
contributed to the increase in villager income from employment in forest activities and the 
increase in revenue from timber sales. The villagers in poor villages evaluated both indicators 
more positively than those in non-poor villages. Khammuane and Savannakhet provinces 
seemed to be the most satisfied with the increase in villager income from employment in 
forest activities due to the SUFORD project, which would be natural as these provinces had
engaged in logging in recent years. In everybody’s positive attitudes and answers there was a 




5.2.1 Number of households and ethnic groups
The household results are similar to the village results. The demographic statistics of poor and 
non-poor households were also studied and compared to previous results (Table 12).
Table 12. The number of poor and non-poor households by province in 2005 and 2008.





















283 (54%) 379 (47%) 281 (40%) 2 -2
Savannakhet 153
(14%)
107 (20%) 194 (23%) 66 (10%) 41 -41
Salavane 215
(20%)
59 (11%) 138 (17%) 80 (11%) -77 21
Champassak 326
(30%)










It is to be noted that by 2008 the share of poor households had increased in Khammuane and 
Savannakhet provinces since the baseline year, while in other provinces the share of poor 
households had decreased. A total of 653 households or 43% of all surveyed households had
participated in SUFORD activities, that is, had received village development credit. Three 
hundred and sixty-six of the participating households or 56% were poor. The remaining 865 
households (57%) had not participated in SUFORD activities. Of these 865 households who 
had not received village development credits, 53% were poor. Of these 865 households there 
might have been households who were risk-averse and who had not dared to take the risk to 
apply for a micro credit. This may be one reason for households not participating in SUFORD 
activities. For example, extremely poor households living in small, isolated communities in 
areas that lack basic infrastructure and markets may be unable to use micro credit in way that 
would enable them to repay the loan principal and interest. Placing in debt those who are too 
poor to use micro credit effectively helps neither borrowers nor lenders. In these cases 
lenders, village development committees, to the extremely poor would also face difficulties 
because low repayment rates caused by borrowers who cannot repay prevent the development 
of sustainable village development funds.
In 2008 of the total population of 9,432 people in the sampled households, 43% were Lao
(43% in 2005), 22% were Phutai (0% in 2005), 14% were Katang (12% in 2005), and 12% 
were Makong (13% in Makong). In 2005, Tai ethnic groups represented 15% of the total 
population. In poor households there were nine ethnic groups and in non-poor eight ethnic 
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groups (17 ethnic groups in poor and non-poor villages in 2005). The Nhuane ethnic group 
existed only among poor households. The distribution between men and women in the 
population was quite even, namely, men 49% and women 51% in both poor and non-poor
households. The distribution between men and women in the population was also quite even
in 2005. These results closely reflect the results of the village survey.
In poor households, in 2008, the largest ethnic group was Lao with 27% (44% in 2005)
followed by Katang with 24% (15% in 2005), Phutai with 19%, Makong with 17% (8.5% in 
2005) and Taoey with 10.5% (10% in 2005). In 2005, 13% of poor households were Tai 
ethnic groups. In non-poor households, in 2008, the largest ethnic group was Lao with a total 
of 2,545 persons, or 57%, (41% in 2005) followed by Phutai 1,022 persons, or 23%, Katang 
339 persons, or 8%, (7% in 2005), Taoey 209 persons, or 5%, and Makong 182 persons, or 
4%, (22% in 2005). In 2005, additionally 19% of non-poor households were Tai and 4% were 



















Figure 10. Poor and non-poor households according to the main ethnic groups in 2008.
Of the households with village development credit 46% and of those without village 
development credit 41% belonged to the Lao ethnic group.
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5.2.2 Natural capital
Crops planted in wet season
The total area of all wet season crops planted in the households surveyed was about 2,160 ha
(2,270 ha in 2005). A total of about 25 crops (58 crops in 2005) were planted in the four 
project provinces. In terms of land area the most important individual crops were glutinous 
rice with a total of 1,943 ha (1,930 ha in 2005) followed by 103 ha of groundnuts (in Saravane 
and Champassak provinces), 39 ha of maize, 26 ha of mungbean, 12 ha of soybean and 11 ha 
of cardamom. One thousand four hundred and sixty households (802 poor and 658 non-poor)
cultivated glutinous rice during the wet season. One hundred and fifty-four households (44 
poor and 110 non-poor) cultivated groundnut; 53 households (23 poor and 30 non-poor)
cultivated maize; 38 households cultivated mungbean (6 poor and 32 non-poor); and 21 
households cultivated soybean. In 2005, there were 104 ha of groundnuts (Saravane and 
Champassak), 53 ha of bananas, 45 ha of mungbean, 34 ha of coffee and 10 ha of maize.
Compared to the baseline study the total number of crops had decreased from 58 crops to 25 
crops, which may be regarded as a positive development. This means that the households had 
been able to focus on essential and viable crops in their area instead of growing too many, 
possibly unsuccessful crops. Although the concentration on a few crops is favourable, the 
land area under crops other than glutinous rice was still small in the project area. 
Households which had participated in SUFORD activities and received a VD credit cultivated 
800 ha of glutinous rice, while those households which had not participated in SUFORD 
activities cultivated as much as about 1,140 ha. Households with VD credit cultivated more 
maize, cucumbers, beans, groundnuts and cotton compared to households with no VD credit. 
Production and yield of wet season crops harvested
The area of the main crop, glutinous rice, varied considerably between provinces. Households 
in Khammuane province reported planting 898 ha (879 ha in 2005) and harvesting 866 ha
(879 ha in 2005), while in Savannakhet province, households reported planting 324 ha (362 
ha in 2005) and harvesting 318 ha. In Saravane and Champassak provinces, they reported 
planting 298 ha (328 ha in 2005) and 423 ha (360 ha in 2005) and harvesting 283 ha and 423 
ha respectively. Khammuane province is by far the largest producer of glutinous rice during 



























































   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   
   










































































































































































































































Table 14. Yield of wet season crops in kg/ha by province in the wet season in 2005 and 2008.
Yield kg/ha
Khammuane Savannakhet Salavane ChampassakCrop 2005 2008 2005 2008 2005 2008 2005 2008
Glutinous rice 1,460 1,480 1,390 937 1,520 1,300 1,590 1,840
Maize 1,860 1,060 2,310 500 690 380 1,240 2,410
Roots and 
tubers 0 2,190 750 1,000 310 580 0 750
Vegetables 740 310 1,710 0 1,080 600 1,430 730
Industrial 
crops 440 0 0 0 910 310 740 180
Fruits 850 1,670 390 0 1,630 500 1,330 3,140
It should be emphasised that the average yield for glutinous rice at national level is about 
2,000-2,500 kg/ha, which means that the yields in the project area in the production period of 
both 2004/2005 and 2007/2008 were below the average yields (Table 14). One reason for this 
might be that the majority of the rice paddies in the project area were not located in an
irrigated area. The second reason is that in the above figures for glutinous rice are included 
figures for upland rice, too, the yield of which is only about 1,200 kg/ha on average. 
Savannakhet province’s yield figures may be regarded as reasonable as the area is dry. 
Compared to 2005, production figures for maize were much higher in 2008. It is worth 
condidering whether maize could be used even more for village development fund purposes 
because its price and yield are rather high. 
Crops planted in the previous dry season
The total area of all dry season crops planted by the sampled households was 131 ha. A total 
of about 20 crops were planted in the four provinces in the previous dry season. As with wet 
season crops, the number of dry season crops has decreased since 2005 when about 46 crops
were planted.
In 2008, in terms of land area, the most important individual crops were as follows: banana 
with a total of 31 ha, glutinous rice with 20 ha, cardamom with 20 ha, custard apple with 18 
ha, coffee with 14 ha and maize with 9 ha. The rest of the crops were all varieties of 
vegetables and fruit. Forty-five households planted banana and 47 households planted
glutinous rice during the dry season. Cardamom and custard apple were cultivated by 20 and
14 households respectively. Fourteen households planted coffee and 24 households cultivated
maize. In 2005, in terms of land area, the most important individual crops were glutinous rice 
with a total of 42 ha, and vegetables (all varieties) with 17.3 ha.
Households who had participated in SUFORD activities and had received a village 
development credit planted the major part of glutinous rice, cardamom and custard apple. 
Households who had not participated in SUFORD activities planted most of the maize. 
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A total of 103 households planted teak amounting to 18,250 trees on 91 ha. This means about 
200 trees per hectare. In addition to this, 5 households planted a small amount of eucalyptus 
trees. It might be that households’ knowledge and understanding of the importance of trees as 
an income- generating source had increased. It may be concluded that the public-awareness 
campaigns and materials of the project had had a positive impact on tree plantating, teak in 
particular.    
Production and yield of dry season crops harvested
In 2008, the total area of crops harvested was 127 ha of which the area under rice was 20 ha.
In 2005, the total area of crops harvested was 64 ha of which the area under rice was 41 ha.
Glutinous rice production decreased significantly in Savannakhet and Salavane provinces,
while increasing in Champassak (Table 15). The yield of dry season glutinous rice increased 
only in Khammuane province (Table 16).
Table 15.  The production of dry season crops in tonnes by province in the dry season in 2005
and 2008.
Production in tonnes
Khammuane Savannakhet Salavane Champassak
Total for 
provincesCrop
2005 2008 2005 2008 2005 2008 2005 2008 2005 2008
Glutinous rice 4 5 48 0 45 18 9 28 106 51
Maize/cereals 0.12 3 0.55 1 0.13 0.41 0 0 0.8 4.41
Roots and 
tubers 0.60 0 0.03 0 0 0 0 0 0.63 0
Vegetables 0.43 2 0.08 0 0.38 1 10 4 10.89 7
Industrial 
crops 0.08 0 0.15 0 0.13 0.40 1 0.25 1.36 0.65
Fruits 0 14 1 3 0.12 3 0 14 1.12 34
Total 5.23 24 49.81 4 45.76 22.81 20 46.25 120.8 97.06
The higher yields of the non-poor households (Table 17) may be explained by the use of 
chemicals and fertilizers. The technical assistance personnel of the SUFORD project
organised a training course on the intensive production of rice in Champassak province. It 
might be that the training had not yet had an impact on the increased yield of dry season rice 
in the non-poor households of Champassak province. In 2004/05 the sampled non-poor 
households of Champassak province did not produce any dry season rice.   
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Table 16. The yield of dry season crops in kg/ha by province in the dry season in 2005 and 
2008.
Yield kg/ha
Khammuane Savannakhet Salavane ChampassakCrop 2005 2008 2005 2008 2005 2008 2005 2008
Glutinous 
rice 2,384 3,590 2,742 0 2,476 2,358 3,481 2,695
Maize/cereals 600 1,615 1,833 296 183 373 0 0
Roots and 
tubers 2,000 0 300 0 0 0 0 0
Vegetables 717 548 85 0 386 1,162 733 670
Industrialised 
crops 160 0 104 0 153 364 733 1,250
Fruits 0 1,313 2,000 1,809 250 760 0 400
Table 17. The yield (kg/ha) and production (kg) of dry season rice in poor and non-poor
households by province in 2005 and 2008.
2005 2008
Poor 











































Khammuane 2,657 1,860 2,225 2,670 1,680 840 4,491 4,760
Savannakhet 2,638 31,660 2,964 16,600 0 0 0 0
Salavane 1,807 19,336 3,405 26,220 2,024 8,500 2,733 10,250
Champassak 3,481 9,400 0 0 2,393 6,460 2,801 21,570
Total 62,256 45,490 15,800 36,580
Rice sufficiency
In the four provinces studied, 180 of the 815 poor households sampled, or 22%, were
sufficient in rice throughout the year. There was considerable variation in rice sufficiency 
between provinces; thus 25% of poor households in Khammuane provice were sufficient in 
rice, 12% in Savannakhet, 17% in Saravane and 38% in Champassak. In 2005, about 30% of 
the households had been sufficient in rice throughout the whole year. Then too there was 
considerable variation between provinces; thus 39% of poor households in Khammuane 
province were sufficient in rice, 17% in Savannakhet, 23% in Saravane and 29% in 
Champassak. 
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In these four provinces, 545 of the 703 non-poor households sampled, or 78%, were sufficient 
in rice throughout the whole year, which is markedly higher compared to the poor households. 
There was a big variation between the provinces; thus 81% of non-poor households in 
Khammuane province were rice sufficient, 70% in Savannakhet, 53% in Salavane and 84% in 
Champassak. In 2005, about 75% had been sufficient in rice throughout the year.
Households were asked to evaluate their food security situation in 2008 compared to three 
years earlier. On average poor households except for those in Savannakhet province evaluated 
their current situation as rather good. The less negative households came from Champassak
and Khammuane provinces. On the other hand, non-poor households evaluated their food 
security situation in 2008 as being good compared to the baseline. Khammuane and 
Champassak households were the most positive. 
Table 18. Average months of rice insufficiency by poor and non-poor households and by 
province in 2005 and 2008.










Khammuane 4.8 4.0 3.8 3.0
Savannakhet 5.4 5.4 6.6 4.7
Salavane 6.2 4.6 5.4 4.1
Champassak 5.6 3.6 5.0 3.2
All (Average) 5.4 4.2 5.0 3.5
The poor households of Savannakhet province were the most insufficient in rice (Table 18).
These household results closely follow the results of the village survey. When comparing 
households who had participated in SUFORD activities and those who had not, it may be 
concluded that households without a village development credit were slightly more rice 
sufficient than households with a VD credit: 50% and 45% respectively. Households without 
a VD credit were suffering from rice insufficiency for 4.5 months on average and households 
with a VD credit for 5 months on average. 
Large animal husbandry
Livestock provide food or draught power as well as an increasing store of wealth that can be 
mobilized for cash, trade, dowries and so on (Poverty Reduction and Shifting Cultivation 
Stabilisation 2004). 
The average number of large livestock per household was very similar when comparing poor 
and non-poor households and when comparing the situation in 2005 with that of 2008 (Table 
19). In the case of cattle, buffaloes and local pigs non-poor households on average had about 
63% more animals. This may be explained by the fact that poor households sell their animals 
in order to purchase rice because of their rice insufficiency or to construct a house. The 
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situation was different compared to the baseline study: in 2005 poor and non-poor households 
had about the same number of animals of all categories, poor households some more than 
non-poor. The village development funds used in large animal husbandry had not had any 
impact on poverty. 













Average Total Average Total Average Total Average Total
Cattle 3 1,055 4 997 3 989 4 1,789
Buffaloes 3 1,037 3 953 2 659 3 1,262
Pigs, local 3 1,347 3 866 2 657 2 762
Pigs, 
commercial 2 16 2 10 2 12 3 56
Goats 5 223 7 197 4 643 5 580
Horses 1 2 1 2 0 0 0 0
Khammuane province had the biggest number of large livestock in the sampled households, 
that is, 2,864 animals, compared to Champassak 1,949 animals, Savannakhet 1,599 animals,
and Saravane 997 animals. In all the provinces cattle, buffaloes and local pigs were very 
important, while goats were most numerous in Khammuane and Savannakhet. 
Table 20. Average and total numbers of livestock raised in households with a Village 
Development (VD) credit and households without a VD credit in 2008.
Households with a VD
credit
Households without a VD
credit
Livestock type Average Total Average Total
Cattle 3 1,284 4 1,492
Buffaloes 2 693 3 1,225
Pigs, local 2 644 2 771
Pigs, cross-bred 3 45 2 23
Goats 4 797 4 426
The average number of different livestock among households with and without a VD credit 
was close to each other (Table 20).
There had been an increase in the value of animal sales between 2005 and 2008 (Table 21). 
Some of the average income increase was due to inflation. Average incomes from cattle and 
buffalo sales in particular increased among non-poor households. 
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Table 21. Value of animal sales in previous 12 months (thousand Kip) in poor and non-poor
households in 2005 and 2008.








Average Total Average Total Average Total Average Total
Cattle 2,297 172,291 2,419 140,320 2,127 134,000 3,246 340,800
Buffaloes 2,798 153,908 4,024 245,480 3,337 133,490 4,762 328,580
Pigs, local 458 71,927 572 62,918 542 52,575 749 98,880
Pigs, 
commercial 733 2,200 . 0 0 1,579 11,050
Goats 880 8,800 809 6,470 527 20,556 838 26,800
Table 22. Value of animal sales in previous 12 months (thousand Kip) in households with a
Village Development (VD) credit and households without a VD credit in 2008.
Value in 1,000 Kip
Households with a VD credit
Households without a VD
credit
Livestock
type Average Total Average Total
Cattle 3,136 238,350 2,570 236,450
Buffaloes 4,378 188,250 4,149 273,820
Pigs, local 782 94,620 526 56,835
Pigs, cross-
bred 1,342 8,050 3,000 3,000
Goats 607 30,350 810 17,006
The value of animals often depends on the size of the animal. For the households it would be 
good to sell large animals and keep the small ones. However, this result cannot be seen from
the results of the household interviews (Table 22).
All the households were asked to evaluate their livestock situation compared to three years 
earlier. On average households answered that their situation was good in 2008, especially for 
non-poor households and households who had participated in SUFORD activities. Poor 
households and non-SUFORD households answered that the livestock situation was
approximately the same as three years earlier. VD livestock activities and funds may have had 
a positive impact in terms of poverty alleviation and improved welfare in households who had





In 2008 in the wet season, the poor households surveyed acquired their domestic water from 
seven main sources: piped water, 22 households (2%); dams, 12 (2%); wells, 386 (48%);
boreholes, 246 (30%); streams, 25 (3%); rivers, 113 (14%); and rain water, 8 (1%). In 2005, 
the poor households surveyed had also acquired their domestic water from the same seven 
main sources: piped water, 5 households (< 1%); dams, 65 (6%); wells, 417 (39%); boreholes,
327 (31%); streams, 179 (17%); rivers, 50 (5%); and rain water 21 (2%).
In 2008 in the wet season, non-poor households also acquired their domestic water from these 
seven main sources: piped water, 52 households (7%); dams, 16 (2%); wells, 268 (38%);
boreholes, 235 (34%); streams, 17 (2%); rivers, 108 (16%); and rain water 6 (1%). In 2005, 
non-poor households had acquired their domestic water from six main sources: dams, 11
households (2%); wells, 306 (59%); boreholes, 100 (19%); streams, 54 (10%); rivers, 43 
(8%); and rain water, 7 (1%). 
The proportion of wells as a water source increased among poor households compared to the 
year 2005; therefore, they benefited more from government and other investments because 
they had received more investment. In the sampled villages only three had village 
development activities and investments in tube wells. In the four provinces studied, the 
average distance between the main water source and the household was 94 metres.
Almost all households were of the opinion that there was sufficient wet season domestic water 
from the various sources. This was an improvement compared to the year 2005 when 94% of 
households evaluated the water sources to be sufficient. On a provincial basis, nearly all 
households claimed that there was sufficient wet season domestic water.
In 2008 in the dry season, poor households acquired their domestic water from six main 
sources: piped water, 27 households (3%); dams, 16 (2%); wells, 360 (44%); bore holes, 292 
(36%); streams, 26 (3%); rivers, 93 (12%); while non-poor households also acquired their 
domestic water from six main sources in the dry season, namely, piped water, 52 households 
(7%); dams, 17 (2%); wells, 275 (39%); boreholes, 242 (35%); streams, 19 (three per cent);
and rivers, 95 (14%).
In 2005, poor households acquired their domestic water from six main sources in the dry 
season: piped water, 2 households (1%); dams, 60 (6%); wells, 340 (32%); bore holes, 369
(35%); streams, 218 (20%); rivers, 59 (6%); and other sources, 22 (2%), while non-poor
households also acquired their domestic water from the same six main sources in the dry 
season, namely, piped water, 1 household (1%); dams, 13 (3%); wells, 240 (46%); boreholes,
128 (25%); streams, 63 (12%); rivers, 64 (12%); and other sources, 13 (3%). 
In comparison to the wet season the proportion of wells used by poor households increased 
compared to 2005 from 32% to 44%, which may be regarded as significant. In the dry season 
in the four provinces the average distance from the main water source was 121 metres.
In the opinion of 94% of poor households and 92% of non-poor households, in the dry season 
the supply of domestic water from various sources was sufficient. Compared to 2005, water 
sufficiency levels had increased considerably. In 2005, 82% of poor households and 78% of 
non-poor households were of the opinion that the various water sources were sufficient. On a 
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provincial basis, 93% of Khammuane households, 96% of Savannakhet households, 98% of 
Saravane households and 89% of Champassak households claimed that in the dry season the 
supply of domestic water was sufficient.  
All the households were asked separately to compare their water sources situation in 2008 
compared to three years earlier. On average the households responded that the situation was 
better in 2008, which was in line with the above results on sufficiency; poor and non-poor
households were of the same opinion. Households who had used a village development credit
were the most satisfied with the water sources situation. Households who had not received a 
village development credit were of the opinion that the water source situation was very good 
compared to 2005.
Goods and the housing situation  
All households were asked to assess their goods and housing situation in 2008 compared to 
three years earlier. In 2005 goods and housing situation were not assessed. The goods and
chattel situation was estimated to be good or extremely good by about 40% of poor 
households. The corresponding figure for non-poor households was as high as 90%,
approximately. Sixty per cent of households who used a village development credit were of
the opinion that their goods and chattel situation had improved either moderately or 
considerably compared to 2005. Sixty-five per cent of households who did not receive a 
village development credit had a better goods and chattel situation compared to 2005. It 
appears that with increased income from various sources (SUFORD and other activities) 
households had been able to improve their goods and chattel situation.
House type compared to three years earlier was estimated to have improved by either 
moderately or considerably 20% of poor households. In 2008 poor households had more
opportunities to receive housing materials from forests by the decision and control of village 
administration compared to earlier. Therefore, the tendency was to move from temporary 
houses to permanent ones. As many as 80% of non-poor households estimated that their 
housing situation was good or very good compared to 2005. This may be explained by their 
increased income from different activities including SUFORD related activities although 
SUFORD did not directly provide funds for housing repairs and improvements. Forty-five per 
cent of the households who had participated in SUFORD activities were of the opinion that 
their housing situation was good or very good compared to three years earlier. About 50% of 
the households who did not use a village development credit thought that their housing 
situation was good or very good compared to 2005.
5.2.4 Financial capital
Household income sources
Household income from businesses
In 2008, out of the 815 poor households (1,071 poor households in 2005), 52 poor households
(70 poor households in 2005), or 6% (6.5% in 2005), were engaged mainly in other 
businesses (transportation, taxi, rice mills, handicraft, etc). The number of poor households 
having other business activities was 29 (49%). Compared to 2005, the proportion of poor 
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households engaged in businesses had remained the same. By comparison, in 2008 a total of 
118 out of 703 non-poor households, or 17%, were engaged in business, mainly the retail 


















Figure 11. Different types of businesses engaged in by poor and non-poor households in 2008, 
% of all types of business engaged in.
The average income from households engaged in business on an annual basis was more than 2 
million Kip per household. The average income for poor households was almost 2 million Kip 
per household per year (2.7 million Kip in 2005) and for non-poor households about 
2,700,000 Kip per household per year (3.2 million Kip in 2005).
Household income from business for those who had used a village development credit was
about 2 million Kip per household in 2008 and for those without a village development credit 
the average income was about 5.7 million Kip per household in the same year.
Household income from salaries and wages
In 2008, in 25% (34% in 2005) of the poor households surveyed income was derived from 
salaries and related activities including salaries and wages from governmental organisations
and private companies, wages from forestry and income from relatives. Total annual earnings 
from these sources were about 290,000,000 Kip (328 million Kip in 2005). Direct salaries 
from the public sector and private sector provided more than 40% of such income followed by 
wages in forestry, about 40%, and income from relatives, approximately 20%. The proportion 
of forestry income had increased since 2005 from about 30% to 40%. 
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In 2008, in 32% (40% in 2005) of the non-poor households surveyed income was derived 
from salaries and related activity. Total earnings from these sources was 404,200,000 Kip
(321 million Kip in 2005) of which direct salaries accounted for 48%, income from relatives 
29% and wages from forestry 23%. Concerning non-poor households the proportion of wages 
from forestry had also increased since 2005 (14%) possibly due to SUFORD related forest 
management activities. 
Household income from the sale of agricultural products 
Agricultural products including rice, maize, roots and tubers, vegetables, industrial crops and 
fruit were sold by 169 (301 in 2005) poor households surveyed, or 21%, (28% in 2005) during 
the previous 12-month period in 2007-2008. Glutinous rice, groundnuts and maize were the 
most important products. The total value of the sales of agricultural products was 279,000,000 
Kip (366 million Kip in 2005). Similarly, 370 (215 in 2005) non-poor households, or 53%
(41%), sold their own agricultural products. Glutinous rice and groundnuts were the most 
important crops. The total value of all agricultural product sales of non-poor households was 
1,347,700,000 Kip (327 million Kip in 2005). This was a significant income increase 
compared to 2005. The fact is that the non-poor can more easily afford self-financing and are 
not dependent on external financing sources, such as the Ministry for Foreign Affairs of 
Finland and the World Bank projects. 
The value of agricultural products sales of households who had participated in SUFORD 
activities was 710,000,000 Kip in 2008. The main crops of these households were glutinous 
rice, groundnuts, maize, chili, soybean and banana. Village development funds in rice 
production, field and garden crops had had some positive impact on food security and sales of 
agricultural products, but not much. However, household gardens were a rich and often 
underestimated repository of germplasm, knowledge and familiarity (Poverty Reduction and 
Shifting Cultivation Stabilisation 2004). Only in five of the sampled project villages were 
there planting organic fertilizers, rice seeds, rice plantation, soybean and groundnuts. The 
SUFORD related activities of buffalo raising and farm land clearing had contributed to 
positive results in terms of food security and increased sales of agricultural products. In 21 of 
the sampled project villages there were the use of buffalo raising or farm land clearing. The
value of agricultural product sales by households who had not used a village development 
credit was 148,000,000 Kip in 2008.
However, households responded that in terms of reaching customers the situation had 
remained unchanged compared to three years earlier. Non-poor households were somewhat 
more positive towards the development of rice marketing than others.  
Household income from the sale of forest products
In 2008, forest products including timber (mainly household traditional allocation of 5 c.um
from natural forests according to the regulation of the government of the Lao PDR), charcoal, 
bamboo and other products were sold by 55 (41 in 2005) poor households, or 7% (4% in 
2005). Timber coming from the traditional household allocation was the most important. The 
total value of these sales was 42,000,000 Kip (14 million Kip in 2005) of which timber sales 
accounted for 70%. Although the value of timber sales was low, the income derived from 
them had increased compared to 2005. The Lao government had for a long time made efforts 
97
to and sponsored campaigns in favour of planting trees, which gradually may be seen in the 
forest conservation through people’s better awareness of the environment and in the long-term 
also in income from timber sales. Generating results takes time.
Likewise, in 2008, 43 (19 in 2005) non-poor households, or 6%, (4% in 2005) sold their own 
forest products and timber coming mainly from the household traditional allocation of 5 c.um
and a minor part coming from sales from a SFMA (Sub-Forest Management Area). It was
estimated that only a very small part comes from people selling their own trees planted on
household and village land. The total value of forest product sales was 40,000,000 Kip (13 
million Kip in 2005) of which more than 80% came from timber sales. Although these figures 
were still small, they were higher than in 2005. Households who had participated in SUFORD 
activities did not receive more income from the sale of forest products than households who 
had not participated in SUFORD activities.
Household income from the sale of Non Timber Forest Products (NTFPs)
In 2008, poor households sold various NTFPs including tree resin oil products, mushrooms, 
cardamom, berberine, rattan, bamboo shoots, mulva nuts, honey and other products. One 
hundred and seventy-four (232 in 2005) poor households, or 21%, (22% in 2005) derived
income from these sources. Tree resin oil products (ki-si and naman yang in Lao language), 
mushrooms and berberine were the most important products. The total value of all products 
sold was 54,500,000 Kip (70 million Kip in 2005). Compared to 2005 there was no increase 
in the proportion of households selling NTFPs. However, the value of sales had dropped by 
25%.
Non-poor households likewise sold forest products, 120 (111 in 2005), or 17%, (21% in 2005)
deriving income from these sources. The most important were berberine, tree resin oil 
products (ki-si and naman yang), cardamom and mushrooms. The total value of all products 
sold was 140,000,000 Kip (28 million Kip in 2005). A large increase had taken place 
compared to 2005.
Households who had participated in SUFORD activities had sold NTFPs with a value of 
98,000,000 Kip. The main products had been tree resin oil (ki-si), mushrooms and berberine. 
SUFORD VD funds had not financed any activities in NTFPs. Therefore, SUFORD related 
activities regarding this source of income had had no impact on increased welfare.
Households who had not participated in SUFORD activities had sold NTFPs with a total 
value of 96,000,000 Kip.
Income increase due to SUFORD activities
Households who had participated in SUFORD activities and received a village development 
credit were asked to evaluate developments in terms of their income because of the SUFORD 
project up to 2008. In total, 12% of households were of the opinion that their income had not 
increased at all because of SUFORD related activities. It appears that the unprofitable 
activities were mainly chicken and pig raising. All in all, 71% of the households responded 
that their income had somewhat increased due to SUFORD related activities and 17% 
answered that their income had increased a lot. Overall, SUFORD related activities had
contributed to improving welfare by increasing incomes among the people in the project area. 
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Eighty-six per cent of households expected to receive even more income because of SUFORD 
activities over the rest of the project period.  
5.2.5 Social capital
Positions and abilities in Village Development Committees (VDCs)
In poor households men held 178 positions (182 in 2005), or 94%, (90% in 2005) in the 
Village Development Committees (VDCs) and women 12 positions (21 in 2005), or 6%,
(10% in 2005). The most frequent positions held by men were those of village elder and 
village security; and for women, membership of the Lao Women’s Union. In non-poor
households men held 144 (112 in 2005), or 95%, (80% in 2005) and women seven positions
in the VDCs (28 in 2005), or 5%, (20% in 2005). The most frequently held positions by men
were those of village elder and village security; and by women, membership of the Lao 
Women’s Union. This result indicates that women from both poor and non-poor households 
still have a less important role in village administration than men. Compared to 2005 no 
improvement had taken place with regard increasing proportion of women in the VDCs in the 
household survey.
Ability for financial management and development planning
Households involved in VDCs were asked to self-assess their levels of ability in managing 
village finances and development planning, in order to evaluate whether the project’s village 
development technical assistance and training had had any impact on these abilities. 
In 2008, of poor households 57% (39% in 2005) had no ability for financial management. 
Furthermore, 41% (49% in 2005) of poor households had low ability and 2% (10% in 2005)
limited ability. With regard to non-poor households 39% (40% in 2005) of them had no 
ability for financial management and 55% (46% in 2005) had low ability. Six percent (13%)
of non-poor households had limited ability for financial management. Household results are
similar to village results. Financial management capability is still low among households and 
in poor households in particular. There is room for improvement in terms of their capability in 
financial management. 
Those households who had received a VD credit were more capable in financial management 
compared to those who had not received any micro credit; 58% of households who had 
received a VD credit had some ability for financial management while for those ones who had 
not received a micro credit the corresponding figure was 42%. 
In 2008, 48% (39% in 2005) of poor households did not have any ability for development 
planning, while 51% (43% in 2005) of them had low ability and 1% (10% in 2005) limited 
ability. Of non-poor households 28% (41% in 2005) had no ability, 66% (44% in 2005) had 
low ability and 6% (15% in 2005) had limited ability for development planning.
With regard to the ability for development planning, both poor and non-poor households had
improved their knowledge significantly mainly because of SUFORD related capacity building 
and training activities. Those households who had received a VD credit were more capable in 
development planning compared to those who had not received any credit; 65% of households 
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who had received a VD credit had some ability for development planning while for those 
households who had not received this credit the corresponding figure was 56%. However, 
there is still room for improvement regarding ability for development planning in practice and 
in implementation.
5.2.6 Human capital
Gender, literacy and school attendance
The literacy rate of men and boys and women and girls in poor households was noticeably 
lower than in non-poor households. In poor households 48% (54% in 2005) of men and 19%
(33% in 2005) of women were literate, while in non-poor households 71% (66% in 2005) of 
men and 35% (43% in 2005) of women were literate. The data demonstrates that there was a 
major disparity in literacy rates between men and women indicating that women/girls need to 
be provided with greater opportunities to attend school. The literacy rates of women/girls in 
poor households in particular had decreased. In addition to those who are literate, a small 
proportion of poor households, 2%, and non-poor households, 3%, had some ability for
literacy.
In households with village development credit 58% of men and 28% of women were literate.
In households who did not use a village development credit 54% of men and 24% of women 
were literate.
School attendance rates reveal the need for more education in both poor and non-poor
households. In poor households, 49% (64% in 2005) of men and only 21% (42% in 2005) of 
women had attended school, while in non-poor households the ratio was wider, namely, 71%
(72% in 2005) of men and 37% (49% in 2005) for women. It should be noted that the literacy 
and school attendance ratios for poor households were even lower than in 2005, especially for 
poor women/girls, which is an unexpected result. It might be that their work had taken all of 
their time.
In households with village development credit 58% of men and 30% of women had attended 
school. In households who had received a village development credit 54% of men and 25% of 
women had done the same.
The most frequent reason given for not attending school was the absence of a school in a
village or the long distance to a school (Table 23). Among poor households, there were rather 
many who were not interested in attending school. Obviously they did not understand the 
value of school education.
Of the men/boys in poor households 52% had not completed any level of education whilst 
41% had completed primary school. Seventy-eight per cent of the women/girls in poor 
households had not completed any level of education although 20% of them had completed 
primary school. With regard to non-poor households 56% of the men/boys had completed
primary school but 28% had not completed any education level. A total of 33% of the 
women/girls in non-poor households had completed primary school but 64% were still 
without any education. 
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Table 23. Reasons for not attending school by poor and non-poor households and by gender in 
2005 and 2008*.
*For 2005 no exact figures were available.
The rates given above for low literacy, school attendance and completed education,
particularly among women/girls, had had a major impact on the SUFORD project’s 
implementation. All of this was revealed when it came to the training courses, for instance, 
where the impact of the training given was low possibly because the trainees did not 
understand the teaching and training materials. Furthermore, there were major difficulties in 
understanding and implementing the Village Development (VD) guidelines and in following 
up and signing loan documents. This indicates that capacity building efforts should be gender 
sensitive and take into account the needs of vulnerable groups in the communities.  
5.3 Credit takers and credit non-takers
It was found that households with village development credit cultivated more maize, 
cucumbers, beans, groundnuts and cotton compared to households with no village 
development credit whose crop structure was rather simple. However, this crop structure
difference was very small as only six of the sampled villages and their households 
concentrated on production inputs associated with crop cultivation, such as organic fertilizers 
and rice, soybean and groundnut growing. By means of village development credits, 
households in the six villages may have been able to diversify their crop structure and also 
invest in cash crops to some extent. Households who had received a village development 
credit had planted the major part of glutinous rice, cardamom and custard apple. Households 
who had not used a village development credit planted most of the maize; it seems that they 
did not need a micro credit as they were able to and could afford to cultivate maize on their 
own.
2005 2008
Poor households, % 
of households
Non-poor














Priority 2 Priority 2 Priority 
3
Priority 3 48 42 46 43
Not 
interested
Priority 1 Priority 1 Priority 
1




n.a. Priority 3 Priority 
2
Priority 2 17 21 18 25
Other n.a. n.a. n.a. n.a. 12 14 21 14
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When comparing households who had used a village development credit and those who had 
not, it may be concluded that households without a village development credit were slightly 
more rice sufficient than those with a village development credit: up to 50% and 45% 
respectively. On average, households without a village development credit were suffering 
from rice insufficiency for 4.5 months on average and those with a village development credit 
for 5 months per year. This was an unexpected result. Households with a village development 
credit did not use the money for buying food. Both household groups stated that the food 
security situation was almost the same as it had been three years earlier when the first village 
development credits were released. 
The average number of livestock among households with and without a village development 
credit was almost the same. Numbers of cattle and buffaloes were a little lower for households 
with a village development credit compared to those without it, which again was quite an 
unexpected result. However, according to the authorities, households who had used a village 
development credit had been able to sell larger animals and in this way increase their food 
security and generate income. 
Both types of households, those with and without village development credit, were very 
satisfied with the water sources situation. It appears that with the increased income from 
various sources, that is, SUFORD and other activities, both types of households had been able 
to improve their goods and chattel situation. Forty-five per cent of the households who had 
participated in SUFORD activities were of the opinion that their housing situation was good 
or very good compared to the time three years earlier. About 50% of the households who did 
not use a village development credit thought that their housing situation was good or very 
good compared to 2005. 
The household income from business for those who had used a village development credit 
was much lower than that for the households without the credit which was another unexpected
result. Therefore it seems that the village development credit programme had not yet been 
able to increase the household income from business. The total value of agricultural products 
sales by households who had received a village development credit was 710,000,000 Kip in 
2008. The main crops of these households were glutinous rice, groundnuts, maize, chili, 
soybean and banana. Village development funds for rice production and field and garden 
crops might have had some, but not much, positive impact on food security and the sales of 
agricultural products. SUFORD-related activities in buffalo raising and farmland clearing 
might have contributed to positive results in terms of food security and increased sales of 
agricultural products. Those activities were observed in 21 of the sampled project villages. 
The total value of agricultural products sales by households who had not used a village 
development credit was only 148,000,000 Kip in 2008.     
Households who had participated in SUFORD activities did not receive more income from 
the sale of forest products than those who had not participated in them. Households who had 
participated in SUFORD activities had sold NTFPs with a total value of 98,000,000 Kip. The 
main products had been tree local camphor oil (ki-si), mushrooms and berberine. SUFORD 
village development funds had not financed any activities in NTFPs. Therefore, SUFORD 
related activities regarding this source of income had no impact on increased welfare. 
Households who had not participated in SUFORD activities had sold NTFPs with a value of 
96,000,000 Kip. This suggests that there would certainly be a potential to use micro credits 
for NTFP trading purposes with which the value of sales possibly could be increased.   
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Those households who had received a village development credit were more capable in 
financial management compared to those who had not received any micro credit; 58% of the 
households who had received a village development credit had some ability for financial 
management while for households who had not received a micro credit the corresponding 
figure was 42%. Households who had received a village development credit were more 
capable also in development planning compared to those who had not received any credit; 
65% of households who had received a village development credit had some ability for
development planning while for those households who had not received this credit the 
corresponding figure was 56%. However, there is obviously still room for improvement 
regarding the ability for financial management and development planning in practice and in 
project implementation. 
In the Lao PDR there is still a primary education enrolment gap between men and women and 
an illiteracy rate of 53% among the population aged over 15 years of age (Lorenzen et al. 
2003). In this study, the illiteracy rates of the households were the same as this average or 
even higher. The study results indicate that the literacy rates of men and women in poor 
households were noticeably lower than those in non-poor households. In households with 
micro credit 58% of men and 28% of women were literate, and in households without micro 
credit the figures were 54% and 24% respectively. Datt and Wang (2001) also indicated that 
households with an illiterate head are disproportionately poorer than those with a head who 
can read and write Lao. The illiterate group was clearly poorer than the literate group. 
The data of the present study show that there is a major disparity in literacy rates between 
men and women, indicating that women need to be provided with better opportunities to 
attend school. The school attendance rates exemplify the need for more education in both 
poor and non-poor households as well as in households with micro credits versus households 
without them. The literacy rates of households with and without micro credit, concerning both 
men and women, were quite similar. The literacy rates of women were alarmingly low and
suggest that at least the village development credit programme has not been able to improve 
the women’s literacy rate.  
Based on descriptive analysis there is evidence in the present study that micro credits led to
better ability for financial management and development planning among the households who 
used a micro credit in comparison with those without it. However, there is no evidence that 
micro credits would have affected the rice self-sufficiency, the number of livestock owned by 
the household, the income from business, or literacy rates.
5.4 The impact of micro credits on generating welfare in households
5.4.1 Bivariate regression and elaboration
The potential welfare generating effect of participation in the SUFORD project, that is, the 
impact of a micro credit, was empirically tested with household data from 1,518 households. 
In the four provinces studied there were 304 Lao households who had participated in the 
SUFORD project and at the same time had received a micro credit from a village 
development fund. And there were a total of 360 households with an ethnicity other than Lao 
who had participated in the SUFORD project and had received a micro credit. Hence there 
were 854 households (350 Lao and 504 other ethnic origin) who had not participated in the 
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SUFORD project and had not received a micro credit. However, it is to be emphasized that all 
the villages in this study (76 villages) had participated in the SUFORD project and had 
received village development funds. It might be that households who had not participated in 
the SUFORD project have benefited from village development funds indirectly. 
The preparation of a model for the impact of micro credits on generating welfare in 
households commenced with a bivariate analysis. In this study the most suitable method for 
the variable selection seemed to be the forced (enter) method in order to conform to the 
accepted theory of sustainable livelihoods. The method was selected in order to reflect upon 
which variables were the most powerful in explaining poverty. The variables were added into 
the bivariate regression model one by one together with the dependent (response) variable 
poor or non-poor household after which the final variables were checked by forward and 
backward stepwise procedures. After this the significant variables were selected (Table 24).
Table 24. Significant variables by livelihood assets belonging to poor and non-poor
households*.
Variable / Livelihood assets Coefficient Significance Odds ratio
Ethnic origin/Human capital 1.227 0.000 3.410
Reading ability of a man/Human capital 1.031 0.000 2.803
Reading ability of a woman / Human capital 0.799 0.000 2.223
School attendance (man)/Human capital 0.965 0.000 2.624
School attendance (woman)/Human capital 0.751 0.000 2.120
Ability for financial management/Human capital 0.819 0.000 2.269
Ability for development planning/Human capital 0.577 0.000 1.780
Member of Village Dev. Committee/Social 
capital
0.679 0.000 1.972
Glutinous rice production during wet season/ 
Natural capital
1.601 0.000 4.958
Sufficient rice for all year consumption/Natural 
capital
2.402 0.000 11.040
Food security compared to 3 years ago/Natural 
capital
1.277 0.000 3.587
Farm area/Natural capital 0.662 0.000 1.939
Number of cattle/Natural capital 0.191 0.000 1.211
Number of buffaloes/Natural capital 0.272 0.000 1.313
Number of pigs/Natural capital 0.085 0.003 1.088
Livestock situation compared to 3 years 
ago/Natural capital
0.612 0.000 1.844
Distance to main water source during wet 
season/Physical capital
0.000 0.047 0.999
Goods and chattel situation compared to 
3 years ago / Physical capital
1.384 0.000 3.990
House type compared to 3 years ago/Physical 
capital
1.407 0.000 4.083
Low income/Financial capital -1.316 0.000 0.268
High income/Financial capital 1.663 0.000 5.273
*Significance level 5%.
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Based on bivariate analysis, Figure 12 presents which variables in connection with 
participation in the SUFORD project had an impact on whether the household is non-poor or 
poor. It is to be emphasized that the focal variable, participation in the SUFORD project
(receiving a micro credit), was not significant alone. 
FOCAL VARIABLE CONTEXT AND RESPONSE/
CONDITIONS DEPENDENT
Participation in the 
SUFORD 
(receiving  a micro 
credit)
Ethnic origin




Ability for financial 
management
Ability for development 
planning





Glutinous rice prod. 
Sufficient rice 







compared to 3 years ago
Goods situation compared to 
3 years ago
House type compared 
to 3 years ago
Low incomes
High incomes
Figure 12. The contexts and conditions (test variables) through which participation in the 
SUFORD project as a focal asset had an impact on whether a household is non-poor or poor.
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An elaboration model was estimated to study the contexts and conditions (test variables or 3rd
variables) through which participation in the SUFORD project might explain whether the 
household is non-poor or poor. The results of the elaboration model are summarized in Table 
25. The response, or dependent, variable is non-poor and poor household. The cells show the 
logistic regression coefficients and the statistical significance level of the coefficient for the 
focal variable, and the condition/context (test) variables. 
The results suggest that participation in the SUFORD project, that is, receiving a micro credit, 
may be negatively related to household welfare level, that is, being non-poor or poor. This can 
be seen in the negative coefficients of the focal variable when it is alone and with the 
context/condition (test) variables (focal coefficient -0.087; found on the first row of each of 
the models and also on the second row in most of the cases; e.g. -0.159 in the variable of 
ethnic origin). Only with regard to the goods and chattel situation compared to three years 
earlier was participation in the SUFORD and receiving a micro credit positively related to the 
household’s welfare level. However, the coefficients of the focal variable had large p-values 
and consequently the effects in almost all of the models were not statistically significant. Only 
concerning low incomes can a statistically significant negative inference be found. A negative 
relationship was almost significant as regards to being a member of the Village Development 
Committee and ability for financial management (p=0.069; p=0.107). However, the negative 
coefficient is a surprising result. It should be noted that all the context/condition (test) 
variables themselves were statistically significant, as tested before. According to the 
elaboration above, it appears that the effects of the SUFORD project and micro credits were 
small or non-existent in terms of the welfare of the people. 
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Table 25. The elaboration model’s results for focal asset participation in the SUFORD (SU)





set Focal Context/Condition Coeff. Sig. Coeff. Sig.
1 Participation in SU -0.087 0.403
Ethnic origin -0.159 0.146 1.236 0.000
2 Participation in SU -0.087 0.403
Ability to read (man) -0.134 0.211 1.037 0.000
3 Participation in SU -0.087 0.403
Ability to read (woman) -0.116 0.272 0.804 0.000
4 Participation in SU -0.087 0.403
School attendance (boy) -0.131 0.219 0.971 0.000
5 Participation in SU -0.087 0.403
School attendance (girl) -0.126 0.232 0.76 0.000
6 Participation in SU -0.087 0.403
Ability for finances -0.171 0.107 0.849 0.000
7 Participation in SU -0.087 0.403
Ability for dev. planning -0.135 0.198 0.592 0.000
8 Participation in SU -0.087 0.403
Member of VDC -0.194 0.069 0.722 0.000
9 Participation in SU -0.087 0.403
Glutinous rice production -0.009 0.938  1.600 0.000
10 Participation in SU -0.087 0.403
Sufficient rice for a year -0.012 0.925 2.401 0.000
11 Participation in SU -0.087 0.403
Food security -0.029 0.807 1.277 0.000
12 Participation in SU -0.087 0.403
Farm area -0.087 0.428 0.622 0.000
13 Participation in SU -0.087 0.403
Number of cattle -0.132 0.216 0.193 0.000
14 Participation in SU -0.087 0.403
Number of buffaloes -0.010 0.926 0.272 0.000
15 Participation in SU -0.087 0.403
Number of pigs -0.094 0.367 0.085 0.003
16 Participation in SU -0.087 0.403
Livestock situation -0.142 0.184 0.617 0.000
17 Participation in SU -0.087 0.403
Distance to water source -0.106 0.31 0.000 0.039
18 Participation in SU -0.087 0.403
Goods situation 0.028 0.815 1.385 0.000
19 Participation in SU -0.087 0.403
House type -0.066 0.591 1.406 0.000
20 Participation in SU -0.087 0.403
Low income -0.218 0.046 -1.34 0.000
21 Participation in SU -0.087 0.403
High income -0.135 0.227 1.667 0.000
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5.4.2 Multivariate logistic regression model: results for the livelihood assets in
generating welfare in the Lao PDR and the provinces studied
The change in poverty cannot be explained purely and causally because the poverty has been 
defined partly by the same variables as it is explained, that is, the definition of a poor 
household includes partly the same variables as the variables which became significant in the 
bivariate analysis. This means that in this study it was not possible to build up a causal model 
as in the dependent variable there were similar elements as in the explanatory variables.
The analysis was continued with the above described variables (Table 25) and the modelling 
was extended with these same variables. Correlations in relation to poor and non-poor
households (dependent variable) and mutual correlations between independent variables 
(covariates) were calculated (see appendix 4). Then the correlating variable exceeding 0.6 was
dropped from further modelling due to multicollinearity. The variable which correlated most
with the dependent variable remained in the model. The following independent variables were 
selected for inclusion in the logistic regression model as explanatory variables (see appendix 
3 for household questionnaire) in which the dependent variables were poor (0) and non-poor
(1) households:
 Ethnic origin (others=0 Lao=1)
 Wet season annual cropping for glutinous rice, total production (0 = less than 1,500 kg 
1= equal to or more than 1,500 kg); median is 1,500 kg.
 What is the total area of farmland of your household in hectares
 Number of cattle
 Number of buffaloes
 Number of local pigs
 Livestock situation compared to 3 years ago (1-6)
 Goods and chattel situation compared to 3 years ago (1-6)
 House type compared to 3 years ago (1-6)
 Low-income 0-300,000 Kip/year (no=0 yes=1)
 High-income >2,500,000 Kip/year (no=0 yes=1).
After estimating the basic model it appeared that the following variables were significant: 
ethnic origin, glutinous rice production during the wet season, area of the farm, goods and 
chattel situation compared to 3 years earlier, house type compared to 3 years earlier and a 
high income (Table 26). In estimating the reduced model the same variables remained 
significant, as expected. All the odds ratios were positive.  According to estimation results, for 
instance, non-poor households were 2.2 times more likely to belong to the main ethnic group, 
Lao, than poor households, and non-poor households are 2.4 times more likely to have 
glutinous rice production during the wet season than poor households. Table 27 shows the 
most favourable and unfavourable variable combinations.
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Table 26. Variables describing livelihood assets and having an impact on poverty; coefficient, 
significance (5%) and odds ratio. Basic and reduced models.
Basic model Reduced model
Variable Coeff. Sig. Odds ratio Coeff. Sig.
Odds 
ratio
Constant -7.460 0.000 0.001 -7.482 0.000 0.001
Ethnic origin 0.772 0.000 2.164 0.781 0.000 2.184
Glutinous rice production, 
wet season 0.815 0.000 2.260 0.885 0.000 2.424
Area of farm 0.160 0.017 1.173 0.192 0.004 1.211
Number of cattle 0.048 0.106 1.049
Number of buffalos 0.061 0.139 1.062
Number of pigs -0.002 0.953 0.998
Livestock situation compared 
to 3 years ago 0.065 0.503 1.067
Goods and chattel situation 
compared to 3 years ago 0.755 0.000 2.128 0.768 0.000 2.156
House type compared to 3 
years ago 0.827 0.000 2.286 0.870 0.000 2.386
Low incomes -0.231 0.166 0.793
High incomes 0.677 0.000 1.969 0.845 0.000 2.327
Log likelihood -645.365 -650.229




























































1 6 6 1 1 2 99,5 %
0 1 1 0 0 0,8 0,3 %
* The values of the farm area were defined according to quartiles and the median. The quartile of 25% was 0.8 
ha, the median was 1.2 ha and the quartile of 75% was 2 ha.
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The results show that all the following characteristics increase the probability of a household 
being non-poor: belonging to the main Lao ethnic group in the country, having a much 
improved goods situation during the previous three years, having an improved house type,
having a high income, having glutinous rice production of more than 1,500 kg during the wet 
season and having a farm area of more than 2 hectares. This is the most favourable 
combination for non-poor households out of all the combinations with a probability of 99.5%. 
The most unfavourable combination for a non-poor household is the opposite. The probability 
for this combination is only 0.3%. 
Table 28. Variables describing livelihood assets and having an impact on poverty in 
Khammuane, Savannakhet, Salavane and Champassak provinces; coefficient, significance
(5%) and odds ratio. Reduced models.
Province










Constant -7.430 0.000 0.001 -6.330 0.000 0.002 -6.217 0.000 0.002 -12.803 0.000 0.000
Ethnic 






0.913 0.000 2.491 1.487 0.000 4.422 0.917 0.011 2.503
Area of 












to 3 years 
ago







0.733 0.000 2.081 0.793 0.000 2.209 0.713 0.000 2.041 2.278 0.000 9.758
High 
incomes 0.826 0.027 2.283
Log 
likelihood -301.307 -94.072 -95.105 -92.125
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The results for Khammuane province follow the results of all the provinces studied (Table 
28). This is mainly due to the fact that most of the households studied were located in this 
province (659 households). However, the number of buffaloes as a variable for explaining 
poverty is significant, which is not the case in the results for all the provinces studied. This 
might be because Khammuane province is an intensive agricultural and livestock area, and 
rather many village development funds have been used for the purposes of purchasing and 
raising buffaloes. Buffalo and animal husbandry in general is often chosen by poor 
households because the buffalo and animal husbandry is characteristic of non-poor and 
wealthier households.
Furthermore, animal husbandry is a very popular and traditional activity in the Lao PDR, and 
an important form of savings for rural people. Livestock also have low maintenance costs and 
they can be sold at any convenient time. Household members can walk to local markets and 
sell their livestock. Poor households use buffaloes as these can provide draft power for wet-
rice paddy-field preparation. Although buffaloes are rapidly being replaced by power tillers, 
poor households do not have funds for a power tiller and thus still use buffaloes. Moreover, 
the number of buffaloes as a poverty indicator may be explained by the fact that poor 
households try to build up livestock numbers for eventual sale.
Ethnic origin is significant in Khammuane province as there are many different ethnic groups
in this province. As the province is a glutinous rice production area during the wet season, this 
is a significant indicator in explaining poverty. In Khammuane province the improved goods 
and chattel, and house type situation became also significant variables in explaining poverty. 
A high income did not result in being a significant variable in explaining poverty. Farm area 
resulted in being positive and a significant variable in explaining poverty. This may be 
explained by the fact that Khammuane province is rather sparsely populated, the population is 
mostly engaged in agriculture and there is fertile land which is suited for plantating rice and 
other crops. 
In Savannakhet province, only three variables ended up being significant. Glutinous rice 
production during the wet season appears to be significant. This might be due to the fact that 
the province is extremely dry compared to the other provinces and poor households in 
particular are affected by the lack of glutinous rice and the water resources necessary for its 
production. In Savannakhet the average annual rainfall is only about 150-200 millimetres 
(Asia Pacific Parliamentary Forum 2009). Savannakhet province is the most populous 
province of Laos which helps to explain the big demand for glutinous rice. Savannakhet is 
hilly, and rice is grown in its valleys. Therefore, water sources and the supply of water for the
rice paddies is of importance from the welfare point of view. The goods and chattel situation 
as well as house type had had an impact on poverty in the province.
According to the project’s reports most of the village development loans for the purpose of 
raising buffalo have been taken by households in Salavane province. As a consequence of 
this, most of the income from buffalo raising seems to be found in Salavane province.
However, it is surprising that the number of buffaloes has a negative effect on the probability 
of being non-poor. Households in Salavane province have also taken rather many village 
development loans for the purpose of raising cattle, which obviously has brought them 
income. This cannot be seen in the Salavane’s reduced model but it is based on the 
information received from the project.
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Furthermore, unique to Salavane province is the fact that only there were village development 
funds used for wet rice field development. The reason that poor villages in Salavane province 
selected to use village development grants to open new rice fields might be because 
ownership of a wet rice field is a basic requirement for food security in rural Laos. Many of 
the loan taking households engaged in this activity would previously not have had any wet 
rice fields (they may have grown upland rice), while some are seeking to develop wet rice 
fields, especially young families. Wet rice production is regarded as a stable activity and crop 
in rural Laos, and its characteristics are well known. Production of glutinous rice during the 
wet season was significant. The goods and chattel situation, and house type compared to three 
years earlier had had an impact on poverty in the province.
The results for Champassak province differ from the results for all the other provinces. The 
significant poverty variables are the goods and chattel situation compared to three years 
earlier, the house type compared to three years earlier and the high income of households. The 
odds ratios are surprisingly high. In Champassak province the odds ratios ranged from 4.3 to 
9.8 while in Khammuane province the odds ratios were from 1.2 to 2.5. In Savannakhet 
province the lowest odds ratio was 1.8 (the goods and chattel situation compared to three 
years earlier) and the highest odds ratios was 4.4 (glutinous rice production during the wet 
season). In Salavane province the lowest odds ratio was 0.8 (number of buffaloes) and the 
highest odds ratios was 2.5 (glutinous rice production during the wet season). Champassak 
province was the only province where village development funds were used for cash crops 
and ground nuts, soybeans and long beans in particular. The main reasons for villages and 
households to use village loans to finance their bean production might be the presence of 
good soils and that the villages are familiar with these cash crops. This information cannot be 
seen from the model but it is based on the data received from the project. There are also 
relatively good markets, which are located reasonably close to the villages. In cases and areas 
where bean-growing activity seemed to be profitable, households were able to receive higher 
incomes. The probabilities of belonging to non-poor households based on the most favourable 
and unfavourable cases in the different provinces are presented in appendix 5.
5.5 Qualitative analysis: province and district level results
5.5.1 Province and district data
Provincial forestry heads, district governors and district deputy governors were interviewees 
for this study. The interviewees represented the higher level decision makers in the society, 
that is, deputy governors in the districts who have close connections to provincial heads. 
These individuals are characterised by their strict observance of the laws, policies and 
regulations of the government, provinces and districts. The interviewees categorised action as 
referring to the sub-codes of the sustainability issue, the government’s role, monetary issues, 
correct activities for the poor, group versus individual actions by villagers and sociability. All 
the data in this chapter is based on information provided by the interviewees. The basis for the 
qualitative analysis was the empirical framework. The same poverty phenomenon and impact 
of micro credits on welfare as in the quantitative analysis was investigated but the answers of 
the interviewees were not classified into the livelihood capitals. Instead of applying the theory 
on sustainable livelihoods approach, grounded theory was applied. The themes according to 
grounded theory were given the possibility to rise from the material.
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With the help of grounded theory it was possible to record the stages of analytic development. 
With the coding and sub-coding the researcher could grapple with ideas about the data and set 
an analytic course. Grounded theory provided the researcher with a refinement of the 
categories and a definition of the relationships among various categories. The researcher 
gained a sense of confidence and competence in analyzing the data. Grounded theory 
methodology brought a disciplined and organized approach to the analysis of the qualitative 
data. Grounded theory helped to work towards a condensed, abstract and emerging 
interpretation of what is central in the data (Neuman 1997).
5.5.2 Welfare situation
According to the interviewees, a central phenomenon was the improvement of the welfare 
situation of the households and villages in the project area due to the SUFORD project
between the years 2003 and 2008. Based on the interviews the reasons driving this improved 
welfare can be seen to depend on the good performance of the SUFORD project in village 
development financing and more specifically on the fact that the villagers today have the 
opportunity to use forests, for instance, as fuel wood for their own use and even sell the fuel 
wood. This had contributed to poverty reduction or poverty alleviation. Moreover, the reasons 
for this improved welfare can be analysed from the viewpoint of enhanced assets and 
infrastructure. Owing to SUFORD village development financing (micro credits), access to 
roads had been improved, the previous lack of drinking water had been overcome with the 
availability of water from wells, farm land clearing had been extended and livestock had been 
purchased, and in this way the welfare of households and villages had improved. This has a 
connection with physical capital according to the sustainable livelihoods approach.
Government policy is an important issue here, according to the interviewees, which 
emphasizes the improvement of the welfare of citizens in its poverty alleviation and growth 
strategy. According to the interviewees, the reduction of slash and burn cultivation is partly 
due to the project’s activities, which are in line with government policies.  
According to the interviewees, the project’s villages had received a grant and selected 
households in these villages had received a micro credit for village development. For the 
improved welfare situation as a central phenomenon there was little opposition. The 
interviewees stated that the performance of the project was highly appreciated but the project
had not improved the welfare situation in the villages. In the view of some interviewees,
wealth had not increased due to the project but due to good leadership in the provinces, 
districts and villages. Moreover, based on the interviewees’ opinions no extensive results can 
be shown to be due to the project, yet. This was a surprising result as the interviewees had 
shared the same opinions as the household heads in the quantitative study.
Among the interviews there were a lot of arguments about correct activities in order to 
increase the welfare. It was argued that the project provided grants and knowledge to improve
livelihoods and participatory management, and that the project had provided training and 
lessons at central, provincial, district and village levels. Increased welfare may be justified by 
using funds for some infrastructure purposes, livestock and crop investments and for clearing 
new farmland with the main objective of improving food security. Arguments for correct
planting and other activities include training in new knowledge regarding modern production 
processes. 
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5.5.3 Satisfaction with the project, training and funding guidance
Satisfaction with the project derived from the various forms of training provided by the 
project, the implementation of the project village development funding guidelines, the 
project’s many activities in forest management and rural development and several people’s, 
especially poor families, capacity building in agriculture and forestry. These all contributed to 
the improvement of the welfare of poor families in the view of the interviewees. Satisfaction 
was also registered for many of the project’s other activities such as: satisfaction with cattle 
raising, buffalo raising, goat raising, pig raising, fish farming, clearing of new farmland as 
well as satisfaction with soybean cultivation, peanut crops,  mushroom cultivation and 
weaving. Training also took various forms such as village extension services, the organisation 
of a network of village extension workers, credit savings training, study tours, studying
experiences from other projects, rural agricultural promotion and training for women and 
children. 
The funding guidance can also be divided into various forms such as the planning and 
implementation the guidelines, the guidance on timing of funding and the project proposal 
process. Generally, according to the interviewees, the content of the funding guidance was 
suitable and in line with the needs of the project’s beneficiaries. However, in the opinion of 
the interviewees there was room for improvement in the delivery of the funding guideline 
books so that the supply could also cover the lower levels of the project, such as households 
and villagers, and all the project related personnel in the districts and villages. Therefore, 
according the interviewees, the availability of the guidelines and the sharing of knowledge 
should be improved. 
Various important issues were identified in addition to the training, guidance and capacity 
building. The main important issue based on the interviewees’ opinions was that the 
SUFORD project has had a significant role in contributing to poverty alleviation in the project
area. The project has contributed to increasing the knowledge of the people in the area, village 
development activities and village development financing. Moreover, one important issue is 
that the project can respond to the needs of ethnic minorities. Before the SUFORD project
there was no village development fund but due to the project and the government’s new 
policies village development funds were promoted to be established. Also of importance, 
according to the interviewees, was the increase in the number of cattle, buffaloes, pigs and
goats. The interviewees were of the opinion that thanks to the SUFORD project new farmland 
for rice had been developed, and there was more rice in the rice bank. With the help of the
village development funds, that is, micro credits, there was more money for school repairs
and higher yields in rice production compared to the earlier situation without the credits. The 
district deputy governors emphasized the importance of medicine kits to the villages, although
the number of villages who had received these was low. The number of new wells and new 
owners of farmlands were also low but in both cases the situation was better compared to 
earlier. It is important to note that previously many draft animals were rented whereas now 
they are mainly owned by families due to the village development financing of the project.
Explicit content of the interviews included also arguments concerning environmental 
protection and the solving of different problems among the villagers due to the SUFORD 
project’s village development financing. Also of importance is that village development 
financing has helped people to understand how to manage forests in a sustainable manner and 
how to make better use of forests for the villagers’ livelihoods. However, few village 
development funds and micro credits were released for forestry purposes. People from other 
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villages cannot cut down other villages’ trees. The project has had a major impact on 
increasing the awareness of natural resources in the project villages and on the self-
development of the villagers and the government staff working for the project. According to 
the interviewees, the project’s contribution to developing the participation of society had been 
highly influential. It was important to note that the acceleration of the second batch of grants 
(5,000 USD/village) should take place. The method of training should be in-depth on-the-job 
training accompanied with demonstrations and practice in the field and other places. An 
important issue from the research question point of view is that no general training should be 
provided: more emphasis should be laid on learning about the importance of forest
management and understanding the usefulness of forest products for society as a whole and its 
improved welfare in particular. Participatory sustainable forest management encourages 
government staff to engage in better planning and to understand the potential of villages
better.
5.5.4 Villagers, livelihoods and income generation
The theme of livelihoods and the generation of income were identified by each interviewee. 
However, livelihoods can be understood in various ways. Livelihoods are an important issue 
for villagers, who want to know if their welfare has increased due to the SUFORD project and 
its village development financing (micro credits). In terms of livelihoods in this assignment 
there is a cultural distinction and in this specific culture there is specific categorization and 
classification for the livelihoods. In this classification we may follow the logic of concrete, 
that is, you classify entities which you may see. Livelihoods industries can be classified into 
agriculture, forestry, animal raising, weaving, etc. 
With regard to the villagers mainly villagers’ participation and village grants for villagers as 
well as village development groups were mentioned by the interviewees. Here is one extract
concerning villagers:
The beginning of SUFORD was useful because the villagers were able to participate in 
project activities and they were able to receive village grants. Village development groups 
could resolve the problem of poverty, especially when given a grant amounting to 3,000 USD.
This component should be developed further. The main result of the project has been to solve 
the problem of poverty in the villages. Also, capacity building of the villagers and village 
leaders and the participation of women have been results of the project. (Mr. B. in X. district)
Villagers with regard to their participation seemed to be an important issue, according to the 
interviewees, and this was often repeated during the whole qualitative study. Villagers were 
described in the interviews in a romantized way, that is, every culture and villager is 
authentic. Villagers are a natural part of Lao culture and, thus, also a natural part of this study 
and the interviews. There needs to be cultural sensitivity when analysing the role of villagers. 
Villagers belong to a larger culture. The extract above testifies to the role of villagers in the 
project’s results and success. The storyline is villagers’ legitimisation of the project’s results. 
The context of this storyline is very much project and village oriented; funding plays a big 
role in line with the fact that it solved many of the villages daily problems. The context of the 
villager is also the technical assistance which foreign and local advisers provided to the 
villagers. Gender is a villager context which appears to have a connection to the project’s 
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objectives, that is, women and men should participate in the project’s activities. Below is an 
extract from another interview:
Previously there were no funds for livestock and other activities. Now there is access to funds 
and livelihoods are better. Villagers have been able to stop slash and burn cultivation. 
Welfare has increased remarkably during the last three years. Now there are educated people 
who can make forest management plans. Many people in my district come to learn about 
forest management planning. The project’s activities have helped disadvantaged groups to 
improve their livelihood. Previously there was no equipment. Now we have equipment such as 
pick-ups, motorbikes, photocopiers, computers and chairs. (Mr. K. in M. district)
Livelihoods are very much connected to funds and livestock activities, which appear to have a 
cultural distinction, that is, the most suitable livelihoods activities are connected to this 
specific culture and area. There are clear distinctions about which livelihoods activities are
appropriate and allowed by the authorities in the area, and which are not. 
In the interviews there was subject’s reflection: there were educated forestry people who were 
professionals and who had learnt new things in the district office and partly through the 
district governor and deputy governor. In addition to this there was a relationship with other 
people such as the disadvantaged groups of the districts. According to socialisation theory,
these people may be divided into primary and secondary groups. Primary groups involve two 
or more people who enjoy direct, intimate, cohesive relationships and are fundamental to the 
groups themselves and society. Secondary groups include two or more people who are 
involved in impersonal relationships (Hughes et al. 2002). In this study, the primary groups 
could be women and ethnic minorities. Secondary groups could be people from other 
provinces, that is, not people from the studied provinces.
Generation of income is strongly linked with the core category, that is, the welfare situation. 
The generation of income has been one of the most important categories of sub-codes, or 
themes, in order to increase welfare in the villages and households due to project village 
development financing. The generation of income is, therefore, highly integrated with the 
central phenomenon. The coding list and memos were reviewed and theoretically sorted in 
order to identify this integration between the core category and the category of the generation 
of income. The most striking feature of the field of the investigation appeared to be income
generation, namely, how income was generated within the project villages and whether 
income generation had depended on the project’s activities and village development 
financing. In Figure 13 the welfare situation is reviewed in terms of the themes of generation 
of income and livelihoods.
I am satisfied with the SUFORD project, and poor families have received benefits as a 
consequence of village grants. The village grants have been able to solve the problem with 
food security. Income generation is not yet good: there should be use of new technologies in 
agriculture, forestry, and other fields of employment. We should strengthen village extension 
services and organise a network of village extension workers. Rural development activities 
are of significance and if more income is generated, the destruction of forests will lessen. (Mr. 
V. in L. district)
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Figure 13. The welfare situation in grounded theory analysis in terms of the generation of 
income and livelihoods points of view.
The main problem still seems to be income generation and how to make use of the project’s
village development grants and micro credits to households. There is less knowledge 
concerning income generation, and selective coding may be divided into two: income 
generation is not yet sufficient versus income generation has improved. Income generation in 
the Lao PDR and this area in particular has a certain tradition and cultural differences and is 
very much connected to village extension services and a network of services in the sparsely 
populated villages. Improved income generation is also connected with natural resources, 
nature conservation in particular.
5.5.5 Village development funds, forest policy in the Lao PDR and the monitoring 
system
Village development funds were explicitly emphasised in all the interviews. Generally, it was 
pointed out in almost all the interviews that if the SUFORD project ends, the state promoted 
village development funds will be responsible for the control of micro credits to villages and 
households for village development purposes. It was also stressed that the regulations 
concerning village development funds were not so strict before but that now these funds have 
received an official status. It was concluded that villagers will manage village development 
funds with the district authorities. 
After the SUFORD project ends the project’s village funds will be transferred to the state 
promoted village development funds. In this way the villages will become sustainable. The 
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mass organisation the Lao National Front has organized training concerning village 
development funds. In my district 4 villages in the project area have a state promoted village 
development fund. The fund modality is good but the understanding of villagers concerning 
village development funds should be improved. There is a need for training for the Village 
Development Fund committees and a study tour on this issue should be organised. In the 
future, rural development division of the district should take care of the monitoring of the 
state promoted village development funds. (Mr. K. in T. district).
In this extract and in many of the other interviews the control with regard to village 
development funds was emphasized as was its connection to knowledge. It may be interpreted 
that with knowledge about funding comes a greater degree of control especially among the
administrative district organisations and departments. In this extract cultural differences in 
terms of control may be distinguished, that is, what is to be controlled and what is not to be 
controlled. The relationship with district authorities and the village development fund 
committee was an important issue. According to the interviews, the village development fund 
committees are not independent organisations while the Lao National Front and the rural 
development division of the district are independent bodies. 
Arguments about forest policy in the Lao PDR were characterised by statements that today 
people understand the forest policy in the Lao PDR. As a consequence of this illegal cutting 
has been reduced, among other things. The story line of forest policy in the Lao PDR is 
interconnected with the core category; social welfare has improved in the project area due to 
the project. The new forest policy has contributed to an enhanced welfare situation in the form 
of the establishment of rice and animal banks after which the quantity of rice has increased. 
Moreover, forest policy supports job creation with forestry employment opportunities and 
village development. Both of these contribute to a positive development toward sustainable 
forest management. 
This project is in line with the Lao government’s poverty alleviation and forestry policies. 
Organisation for poverty alleviation and forestry policies is good. The main result of the 
project has been that it has been able to reduce poverty in the villages. It has built the 
capacity of villagers and village leaders and enabled the participation of women. (Mr. B. in 
X. district).
The Lao government’s policies were a topic which surfaced again and again in the interviews. 
This has a close connection to the central theme of the story, namely, the improvement of 
welfare in the project area. The Lao government’s policies have a close connection to the 
following category and sub-theme, forests and conflicts. Based on the interviews, it appears 
that previously there were no funds for livestock and other agricultural and forestry activities. 
Now there is access to village development funds which have contributed to improved 
livelihoods. Proper village demarcation has contributed to fewer conflicts among the 
villagers. Fewer conflicts have positively influenced the establishment and development of 
village development committees. Villagers are more familiar with the Forest Law, which has 
reduced conflicts in the project area.  
Monitoring can be detected and interpreted in different forms and at various levels. 
This project is a model for forest management. In this project we may monitor more forests 
which have been treated in a good manner. The processes for a village development grants 
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programme are rather good. After the funds have been released there is a follow-up so that 
villagers may reach the targets set for fund use set by the project. (Mr. L. in S. province). 
The financial unit of the district will oversee the monitoring and follow-up of village 
development funds in the future. The Lao Women's Union and the National Front will also
strengthen the ability of district staff to monitor the funds. (Mr. P. in S. district). 
The monitoring system concerns both forest management activities but village development 
funds and financing in particular. The explicit theme of the interviews was the monitoring, 
supervision and follow-up of the village development funds. There were arguments about the 
necessity of improvements in the funding matters such as providing more training and 
capacity building efforts for the key stakeholders of village development and new supervisors 
of the funding. 
The planning and implementation capacity of government staff was one of the sub-themes 
and categories of this study and was highlighted by many arguments. The main arguments 
concerned the capacity of the government staff who had been working for the project in the 
provinces, districts and villages. In the opinion of members of the government staff 
participatory sustainable forestry management activities encouraged the government staff to 
improve planning and their understanding of the potential of the villages. According to the 
interviewees, the capacity and capacity building of government staff had improved 
considerably. There was a big and important advancement in capacity. The working methods 
of the management had improved. Given the small number of staff, there was a large volume 
of work. There had been a limited government budget, which had led to the fact that in the 
districts human resources could not be increased. There was already a lot of capacity building 
and guidance available on how to apply the many factors involved in participatory sustainable 
forest management. There was shortage of time, and collaboration was needed. The 
government was starting to improve the leadership of government staff and the government 
staff will be working with the groups of village development funds. The government provides 
high-level staff the opportunity to lead directly the state promoted group of village 
development funds. 
Funding was an important issue in each interview. There were arguments and oppositions of 
the use of money for various activities. Funding was characterized in the following way in 
one interview:
I am satisfied with the project. Sixty-six villages have received 3,000 USD each for the 
villages’ development. However, as yet there have not been any tangible results. Wealth has 
increased in the villages and households. With an additional 5,000 USD for each village, the 
situation in the villages will become better. Village development funds can support livelihoods 
better than any other alternative. We should transfer the project’s village development funds 
to the national official village development funds. The loan period should be longer,
especially for money for the purpose of large animal husbandry. Quick returns for money are 
received with the cultivation of crops but long-term returns for money are received from
cattle raising. Poor people are afraid of taking big loans. They are afraid that they cannot 
pay back the loan. (Mr. T. in X. district). 
The main theme in this interview was money and sub-themes were villages, wealth, 
households, the project’s village development funds, loan period and payback time. The fact 
is that villagers and especially households do not have the power to decide the loan terms and 
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the monetary amount which they will receive. In this interview there are many competing 
discourses. The main categories of people which we are studying are villagers and households 
and their level of action varies a lot. The government’s rules and regulations had an impact on
the interviewees’ language, communication and discourse. 
5.5.6 Participation and sustainability
Participation was also an important issue and related to how values were articulated in the 
interviews, that is, the interviewees’ attitude to participation. In this concept the interviewees 
emphasised very much the concept of Us versus Them, that is, they analysed the borderlines 
between communities (villagers, households and districts). 
Villagers may participate in village decision making and solve different problems together.
They may participate, due to the project, in data collection, village development training, etc. 
The steering committee of the district has participated in the implementation of the project.
The project has provided VD funds for poverty reduction and villagers have been able to 
receive these." (Mr. K. in V. district).  
Lao and other languages existing in Laos in participation were important as they are
constitutive and a part of social action. In participation the language is not a transparent 
medium but a collective phenomenon. District administrative staff showed how the power of 
decision making is used. For the villagers participation is a way of empowering people.  
The sustainability of village development financing was one explicit theme and category of 
the present study. One rational argument of the interviewees was that if there was good 
management of the funds, village development financing will become sustainable. Moreover, 
they argued that financing would become sustainable because the Lao government supported
village development funds. Provincial authorities should concentrate on helping villagers and 
provide the government staff the opportunity to support villagers. Without the government
staff’s help to villagers, financing will not become sustainable. 
The village development committees’ and the state promoted village development funds’
knowledge should be improved. When life is getting better, illegal logging will decline. The 
releasing of funds should be accelerated. Villages themselves should be responsible for 
village development financing in the future with support from government staff. Guidance has 
been good, but village development guidelines should be distributed to everyone in the 
district. (Mr. B. in X. district). 
In each village there should be a state promoted village development fund following the 
directives of the district. People should contribute their own money to village development 
funds. If the village is more civilized, development will be faster. Access roads to villages are
important as well as access to markets and the provision of cash crops. In this way 
households may borrow more. We have to follow if there is room for improvements. The 
financial unit of the district should be responsible for village development financing in the 
future. The guidelines for village development are good. (Mr. K. in S. district). 
The size of grant for a village should be higher, about 8,000 USD. Paid back loans should be 
revolved to serve production and generate income. Villagers need more awareness raising 
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about the funds, and the financial management and development planning capacity of 
members of the state promoted village development funds should be increased. The 
government of Laos has to establish a village development fund in each village. Village 
development committees should be responsible for the funds under the supervision of the 
Steering Committee of the project. The village development guidelines are rather good but the 
using of them in the project is late. Implementation should be consistent with and in line with 
the season of production. There should be a shorter time for processing project proposals.
(Mr. V. in L. district). 
The personal character of a speaker was emphasised and the interviewees made reference to 
government staff many times during the interviews. There were some basic dimensions in the 
sustainability issue and they were as follows: the role of village development committees and 
village development funds, support from government staff, infrastructure, other developments 
in the villages and the size of the funds. The discourse meandered. The reason for this might 
be the interviewees’ different backgrounds, variable involvement in the project, different 
degree of knowledge about the funds and so on. The interviewees mainly studied and 
provided the viewpoints of poor people and less so of the non-poor.
5.5.7 Comparison with the sustainable livelihoods approach
The application of grounded theory suits to some extent the sustainable livelihoods approach,
but not very well. The result of sub-coding according to the various capitals (natural, physical, 
financial, social and human), or the organisation of material based on these capitals, is shown
in Figure 14. Presented in this way the sub-coding follows the sustainable livelihoods 
approach, and in the figure the sub-codes presented can be divided into livelihood asset 
groups in conformity with the theory.
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 - Welfare (H, S, N, P, F)
 - Satisfaction with the project (S)
 - Training (H)  - Forest policy in the Lao PDR (S)
 - Funding guidance (F)  - Forests and conflicts (N)
 - Natural resources (N)  - Monitoring system (S)
 - Poor families (H, S, N, P, F)  - Capacity of government staff in the project (H)
 - Villagers (H)  - Money (F)
 - Livelihoods (H, S, N, P, F)  - Participation (S)
 - Generation of income (F)  - Sustainability of village development financing (F, S)
























Figure 14. The application of grounded theory to the sustainable livelihoods approach with 
sub-codes.
5.6. Qualitative analysis: village group (sub-forest management area) level 
results
5.6.1 Financial capital
Based on interviews with representatives of the Village Development Committees (VDCs)
and village groups (sub-forestry management areas) in the villages of Koktong in 
Khammuane province (received timber revenues of 66 million Kip), Nonsompak (received 
timber revenues of 70 million Kip) and Ban Alang in Savannakhet province, and Proy in 
Saravane province (received timber revenues of 23.5 million Kip) the representatives were
concerned about the slow and delayed payment of timber revenues by the district finance unit. 
However, the representatives’ opinion was that the timber revenue sharing system itself was
clear and explicit but it should be accompanied by a higher benefit share and bigger monetary 
value. If the amount of the benefit was higher, livelihoods could be improved in the villages 
and more attention could be paid to forestry conservation and water resources in line with
more income and funds. With higher timber revenues the operational costs of the villages and 
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Groups of Village Forest Organisations (GVFOs) could also be better covered. The level of 
timber revenues distributed to the villages and GVFOs had been very low until the present
study: in the production period of 2004/2005 about 43,000 USD was distributed to or 
earmarked for the villages and the corresponding figure for 2005/2006 was only about 12,000 
USD based on statistics from SUFORD. 
Villages implemented various forest conservation measures such as elaborating a rule on 
forest management which was disseminated at the monthly village meetings. With the small 
amount of timber revenues received, the villages had constructed or repaired schools, wells, 
temples and provided poor villagers with loans to clear new farmland or to purchase cattle 
and other livestock. However, these efforts had needed a contribution from villagers, too. In 
Vapy district in Saravane province there was a rule, which was observed, that 40% of the 
timber revenues should be for the community’s use and 60% for the villagers who had
participated in the logging. Some GVFOs wanted more assistance from higher level 
authorities to construct infrastructure. Villagers regarded participatory sustainable forest 
management activities as motivating. As a result of the participatory sustainable forest 
management villagers had participated in forest conservation, contributed to forbidding slash 
and burn cultivation and participated in controlling illegal logging, for instance. As a 
consequence, the representatives reported that shifting cultivation had stabilised in many 
places in the project area and that illegal logging had been reduced. However, some attention 
should be paid to forest fires and people who burn the forests. These people could be 
supported by encouraging the raising of livestock and fish farming.
As an additional problem the villagers mentioned that there was too little logging to generate 
income. On the other hand, the villagers stated that the revenue from the work in forest 
inventory was far too low, namely, 25,000 Kip per person per day. Representatives were
generally satisfied with the SUFORD project as, with the assistance of the project, villagers’ 
welfare may have increased by up to 60% compared to the situation three years earlier. The 
most beneficial measure had been animal husbandry, according to the villagers, which can 
provide income on a short-term basis. 
With voluntary membership savings and a differentiation of interest rates for different
revolving credits (e.g. production vs. business) it was expected that the VDFs would become 
self-sufficient, commercially viable and sustainable in the long-term. Naturally, to be 
sustainable there would have to be good management, efficient collection of the principal and 
interest by the VDC, and a high loan payback ratio. The VDFs should strive for a high 
repayment ratio of the loans in order for the VDFs to become sustainable. The current 
payback times for household credits seem to be too long. 
The village development financing component had improved its management system in the 
form of establishing Village Development Funds (VDFs) across the whole country following 
government regulations. In many villages the Village Development Fund had already been
established to revolve the funds (79 project villages as of March 2008). According to the rules 
of the VDF, established by the government of the Lao PDR, every month a member of the 
fund can deposit a certain amount of his or her own money with the fund, and only members 
may borrow from the fund. 
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5.6.2 Human capital
Knowledge of financial management and accounting was assessed to be weak among the 
Village Development Fund (VDF) members, which needs more attention in the form of basic 
and advanced training. Basic training should also be provided regarding the ownership of the 
VDF, namely, that the Fund belongs to the villagers and that after the initial phase the 
villagers themselves may develop the Fund. In the long-term, it is expected that villagers will 
understand the benefits of the VDF and how beneficial and profitable the funds are for the 
poor. At the time of the study the demand for loans was big but the funds available to be 
borrowed were still small. 
Concerning the supervision of the Funds apart from the VDCs themselves, the District 
authorities, the District Finance Unit, the District Agricultural Services, the Lao Women’s 
Union and the Lao National Front were all suggested. Other organisations, such as various 
provincial departments (e.g. finance department and rural development committee) were also 
suggested. The overall objective should be to strengthen all the parties responsible for 
supervision. One positive development in some newly established VDFs was the drawing up 
of regulations on late repayment of loans. If the borrower was unable to pay back a loan in 
time, the borrower could be employed in some activities in order to generate income with 
which he/she could repay the loan. All the VDFs were supposed to establish rules governing 




The household survey was primarily a local level empirical study of the impact of village 
development funds on the well-being of households and villages as well as an analysis on 
differences between poor versus non-poor households, and households who had received a 
micro credit versus those who had not received it. National and provincial policies were 
referred to as part of the local conditions in the areas where households and villages were
located in the selected four provinces. The household in this context is seen as an economic 
unit, rather than as a group of family members. According to Rigg (2006c, p. 225), “the usual 
unit of analysis – the household – does, itself, represent an amalgam of competing interests”.  
In the descriptive analysis changes from the year 2005 until the year 2008 could be detected.
A problem encountered in the household survey was that the capacity for development
planning, financial management and accounting was still low among the Village Development 
Committee (VDC) members when comparing the situation in 2008 with the year 2005. The 
VDC members were at the same time members and decision makers in households for which
the loans were provided. It should be emphasized that in the Lao PDR there is a tradition of 
communal decision making and, where there is irrigation infrastructure water use groups 
manage water allocations (Lorenzen et al. 2003). In the SUFORD project it seemed to be an 
advantage that the VDCs, that is, the project staff, made the loan decisions. 
About one fifth of the poor households were sufficient in rice throughout the whole year but 
there was considerable variation in rice sufficiency between the provinces according to the 
descriptive analysis. Southern Champassak province was the most sufficient in rice while the 
central Lao province of Savannakhet was the least sufficient. In the case of livestock such as 
cattle, buffalo and local pigs, non-poor households had on average about 60% more of them 
than did poor households. Cramb et al. (2004) received different results in Vietnam. 
According to their study, non-poor households had on average as much as 500% more cattle 
than was found in poor households. The proportion of wells as a water source had increased 
among poor households compared to 2005. In about 25% of the poor households surveyed, 
household income came from salaries and wages.
In 2008 the average poor household had 1.2 ha of agricultural land in use and non-poor
households had 2.0 ha. Cramb et al. (2004) obtained similar results. According to their study,
the area of wetland owned by the poor was nearly half that for average and better-off groups, 
though all households in each group had at least 0.15 ha. According to the present study, in 
2008 agricultural products were sold by 21% of the poor households and by 53% of the non-
poor ones. Cramb et al. (2004) reported different results; according to their study, field crops 
were a little more important to the poor than to the average and better-off groups. Concerning 
the contribution of wage labour to the total income, the two studies also had differing results. 
Based on Cramb et al. (2004) the contribution of wage labour to the total income was more 
important in poor and average households than in better-off households. In this study the 
contribution of wage labour to the total income was more important in non-poor households. 
The poverty situation had improved from 2005 until 2008 with regard to the following 
variables: food security, water sources, goods and housing, and house type. However, the fact 
remains that it cannot be established to what extent these improvements had depended on the 
SUFORD project.
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The average number of livestock among households with and without a village development 
credit was almost the same, which appears to be a somewhat unexpected result in the 
descriptive analysis. Obviously most approved and disbursed micro credits were used for 
purchase of livestock, especially cattle and goats. One possible explanation for this might be 
that households without a village development credit would anyway have had a possibility to 
invest in livestock, while those households with a village development credit would have not 
been able to invest in livestock without the SUFORD project. Therefore, the impact of the 
SUFORD project on the well-being of the households and villages cannot be excluded. From 
2005 until 2008, change in the well-being of the households has in any case taken place and 
poverty has decreased, but there is no information on the exact cause for these changes. It is 
thus not precisely known whether such changes depend on the SUFORD project.
The results of the elaboration model suggest that households’ participation in the SUFORD 
project did not have any impact on the household welfare level. According to Norton and 
Foster (2001), the sustainable livelihoods approach emphasizes the need to work with existing 
processes, tools and institutions, with the focus on underlying principles rather than 
methodology. Participatory and people-centered action is a key aspect of the sustainable 
livelihoods approach. Welfare levels might be improved if more of the existing village 
development and financing tools and institutions were used instead of project-based 
processes. The results of this study suggest that the sustainable livelihoods approach should 
be followed, as it is more participatory and people-centered. The results of the present study 
also indicate that guidelines for good practice, namely, village development guidelines, 
should be followed and elaborated further. Porvali et al. (2006) also came to the same 
conclusion stating that there needs to be incentives for following good practices and sanctions 
for not following them.
According to the sustainable livelihoods approach now applied, all capitals contributed to the 
welfare of the households. The results of the logistic regression model suggest that the 
significant variables explaining the non-poverty of households were as follows: the ethnic 
origin (Lao origin having a positive impact) of the household describing human capital, the 
glutinous rice production during the wet season describing natural capital, the area of the farm 
describing natural capital, the goods and chattel situation compared to the situation three years 
earlier describing physical capital, the house type compared to three years earlier describing 
physical capital, and high incomes of the household describing financial capital. Hence the 
effects of all these factors were positive. Andersson et al. (2006) obtained partly similar 
results. According to their study, poor households were characterised by large household size, 
low levels of human capital, simple technology, limited access to agricultural inputs, and 
infavourable location, that is, lack of infrastructure and health services. Poor households very 
often belonged to ethnic minority groups. 
The present results suggest a need for poverty reduction measures in the study area, such as 
raising the agricultural productivity and improving the housing and goods situation. In this 
study, poverty was characterised by its concentration into rural areas and activities. According 
to Datt and Wang (2001), rural poverty rates are 2-3 times higher than the urban ones, and 
poverty in Laos is above all rural, with the rural poor accounting for more than 90% of all the 
poor. Datt and Wang (2001) also considered that, in general, poor households depend on 
farming as their main source of livelihood and have fewer non-farm opportunities compared 
with the non-poor ones. Their data indicate that the diversification of household livelihood 
strategies beyond the farm is likely to be of utmost significance when it comes to lifting the 
Lao households out of poverty. The present study confirms the results of Datt and Wang
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(2001) and indicates that poor households have fewer non-farm opportunities in comparison 
with non-poor households. In 2008 about six per cent of the poor households were engaged in 
businesses while the corresponding figure for non-poor households was as high as 17%. 
Visaria (1981) examined the economic and demographic characteristics of poor households in 
Malaysia and found the very same characteristics explaining poverty. 
Ethnic group was an important variable in explaining poverty in this study. A decrease in the 
number of ethnic groups between 2005 and 2008 might have been due to the practice of 
changing one’s ethnic group status to Lao. This change is often the result of mixed marriages 
between the Lao and other ethnic groups. It seems that the main ethnic group, that of Lao, has 
a higher status than the other ethnic groups in Laos. There is also a tendency for villages to 
become less homogenous in terms of ethnicity. More than one third of the target population in 
the four provinces studied belonged to non-Lao ethnic groups, the great majority of which are 
Austro-Asiatic people recognised as the first inhabitants of the territory that now constitutes 
Laos. However, Austro-Asiatic groups are also found in Southeast Asia and Eastern India 
(Daviau and Vilaivong 2006).
In the central province of Khammuane the significant variables in explaining poverty were 
ethnic origin, glutinous rice production during the wet season, the area of the farm, the 
number of buffaloes, the goods and chattel situation compared to that three years earlier, and 
the house type compared to the type three years earlier. The results for Savannakhet province 
did not exactly follow those for other provinces. Only three variables were significant: they 
were glutinous rice production during the wet season, the goods and chattel situation 
compared to that three years previously, and the house type compared to the type three years 
earlier. Champassak was one of the few provinces where village development funds were
used for cash crops, and groundnuts, soybeans and long beans in particular. 
Trade and economic integration might partly explain why village development funds were 
used for cash crops in Champassak province. Andersson et al. (2006) stated that some of the 
poverty and inequality in the Lao PDR is related to particular characteristics of certain 
regions, provinces and ethnic groups. However, given that the categories overlap to some 
extent, it is not clear whether it is the ethnic origin or geographic conditions that determine 
poverty. Moreover, most of the aggregate inequality is explained by factors other than 
geographic location or ethnic origin. Andersson et al’s (2006) results suggest that only 10-14
per cent of the inequality is due to differences between regions, provinces or ethnic groups. 
According to them, the central region of the Lao PDR (Khammuane and Savannakhet 
provinces) records the highest level of consumption after the capital Vientiane – still the 
differences between provinces are less than 10 per cent – and there are no great differences in 
the levels of inequality, irrespective of whether we use the Gini or Theil index. Datt and 
Wang (2001) also note that there are significant variations in the level of poverty across 
regions, with the living standards being highest in the central region (containing the capital 
Vientiane) and the south and north having significantly lower ones. In the present study large 
differences between provinces could not be confirmed with regard to the poverty situation and 
living standards.
The quantitative survey provided no clear indication that SUFORD’s micro credits had 
improved the welfare of households or villages. The reason for this might be that the 
SUFORD project village development funds had not yet had any noticeable impact on the 
food security situation of the project households due to the short loan impact time of 1-3
years, that is, only 1-3 years had passed after the household had received a micro credit. In 
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developing countries in general and in Laos in particular this loan impact time of 1-3 years is 
regarded as short. The loan impact could obviously be improved if the district extension 
services could make more effort to support the poor households in crop cultivation, livestock 
raising and marketing of agricultural and forest products. According to Perz (2005), 
agricultural credit also has a limited effect in terms of improving rural livelihoods and 
welfare. Credit policies targeted at non-agricultural enterprises among households might do 
more to foster livelihood diversity and household welfare. The emerging literature on 
microenterprise loans features non-agricultural activities, but such loans often go to rural 
households (Rhyne 2001). Cornia (2001) also reported results similar to those by Rhyne.
Based on Cornia’s study the impact of social safety net programmes is difficult to assess, not 
least because during their brief existence, their objectives, main activities, target population, 
funding pattern, administrative mechanisms and institutional set-up have continuously 
developed. 
The results of this study indicate that poverty in the study area declined between 2005 and 
2008. As suggested above, it is not specifically known whether this depended on the 
SUFORD project, government policies, other projects in the Lao PDR, or other reasons. It is 
difficult to analyse the SUFORD project separately from other projects and financing sources 
in Laos. However, it is important to note that there is no evidence that micro credits would 
have reduced poverty, according to the elaboration and the logistic regression modelling. On
the negative side in the long run, loans were increasingly used for buffalo raising, which was 
not always productive because, for instance, some of the buffaloes died. Less investment, and 
sometimes none, went to NTFPs and handicrafts and to female entrepreneurs in general.
It should also be emphasized that microfinance is not always the most suitable alternative for 
the poor. For example, when the Kenya-Finland Livestock Development Programme could 
not identify a suitable microfinance institution operating in its project area for funding the 
procurement of cows by women’s groups, it designed an alternative credit scheme where 
administration of funds was not required. The members of the women’s groups either 
purchased in-calf heifers or received them from other group members. The Cow-from-Cow 
Rotation Scheme of the Programme with its intensive livestock management techniques has 
been considered a success and replicated by other projects in and outside Kenya (Porvali et al. 
2006). In the Lao PDR likely alternative credit schemes could be investigated if it is not 
possible to find an appropriate microfinance institution.
6.2 Expert interviews
The main result of the qualitative analysis was quite different from that of the quantitative one 
and suggested that the improved welfare of households and villages in fact was due to the 
SUFORD project. In the opinion of provincial and district forestry officials and other leaders,
the performance of the SUFORD project in village development financing had been good,
which then had contributed to improved welfare. Owing to micro credits, the access to roads 
had improved, the availability of drinking water had improved due to wells, more farm land 
had been cleared and livestock had been purchased. The fact is that infrastructure in the Lao 
PDR is underdeveloped, particularly in the upland and highland areas, with about a half of the 
population living in areas unreachable during the rainy season, more than two-thirds not 
linked to an electricity network and about half without access to a safe water supply. 
Additionally, poor households are concentrated into areas where infrastructure is particularly
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underdeveloped (Lorenzen et al. 2003). Access to community-level infrastructure (roads, 
irrigation, transport, markets) and services (health and education) is thus an important 
complement to household-level assets in generating incomes and enhancing livelihoods (Datt 
and Wang 2001). Evidence from Haylor et al’s (1997) wealth- ranking exercises suggest that 
the Lao themselves rank those who are near an urban centre and have the opportunity to work 
there as rich.
According to the provincial and district interviewees, village development financing had 
helped people to understand how to manage forests in a sustainable manner and how to make 
better of use forests for their livelihoods. The interviewees represented a higher level of 
decision makers in society. These individuals strictly obeyed the laws, policies and 
regulations of the government. Provincial forestry leaders, district governors and district 
deputy governors obviously regarded SUFORD as much bigger and more extensive a project
than it was, especially from the point of view of poverty reduction. The fact that their attitudes
were more positive than those of the villagers may be explained by their position and the need 
to show the effectiveness of their work. Many of the positive impacts, such as the higher 
awareness of micro credits, livelihoods and forestry issues, and the increase in capacity, are 
real but their impact during the study period is obviously smaller than the leaders and 
governors claimed. Forestry officials and other leaders seemed to be making a conscious 
attempt to be polite because the researcher in this case was a foreigner. Positive attitudes 
among the respondents were also detected in another study. According to the World Bank 
(2008), all the respondents to a questionnaire in an NTFP study expressed the view that the 
NTFP project had significantly improved the NTFP development in the Lao PDR. 
A rational explanation is the fact that the interviewees commonly relied on the project,
villagers, livelihoods activities (cattle and buffalo raising, for instance), the project budget, 
and the general development of village development funds. The provincial and district-level 
interviewees tried to soften their argumentation and presentation with positive remarks such 
as “the SUFORD project has significant importance in contributing to poverty alleviation”.
They constantly tried to find causes to unite people. In this context expressions were
particularly pointed in the provincial and district-level interviews, which were translated into 
English by an interpreter. According to Jerve’s (2001) study, some governments find even the 
notion of poverty ill-suited to their political rhetoric, sometimes even potentially threatening. 
To date, the Lao government has only reluctantly participated in limited, mostly donor-driven,
analytical work on poverty. This reluctance does not mean that either the government or the 
Lao People’s Revolutionary Party denies that poverty is a serious issue: instead, national unity 
has been their primary concern in this multi-ethnic country. This concern means that political 
discussion emphasizes development rather than differences. 
The interviewees, who were leaders of provinces and districts, were directly polite to the 
interviewer. The interviewees were indirectly polite to the district administrative staff, 
villagers and other people. Moreover, the interviewees were impolite about those who did not 
support the government’s policies. Most of the interviewees often identified themselves as 
members of the Steering Committee and were proud of the project. They also referred to the
fact that the district staff did not understand about the grants and that funding guidance cannot 
be specifically adapted to the villages. They said that the staff in the provinces knows how to 
solve the problems related to forestry. The governors and deputy governors of the districts 
claimed to know the true mentality of the people, more specifically, that of government staff 
in the districts and villagers. They seemed to be aware of the villagers’ opportunities and poor
families’ opportunities in particular. Governors also appeared to be familiar with the abilities 
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of government staff and villagers as well as their opportunites to participate in income 
generation. Income generation is very much connected to the belief that the district tax 
revenues will increase due to these new opportunities.
Despite the view that the district staff did not have a clear understanding of the grants, it had 
been agreed that the villagers would manage the funds along with district authorities. The 
government Focal Site Strategy can clearly be seen in the results. The government prepared a 
Focal Site Strategy for 1998-2002. Focal Sites are defined as rural areas into which the 
government concentrates its development efforts in order to alleviate poverty. Village 
consolidation is seen as the most cost-effective way of making development services available 
to scattered and remote communities that would otherwise not be reached with the limited 
resources available in Laos. Officially village consolidation is also regarded as a necessary 
tool to reduce the perceived harmful environmental impacts of shifting cultivation in poor and 
remote areas. As a consequence of the Focal Site Strategy, the term ‘rural development 
policy’ came to be associated with the government’s intention to develop rural growth areas, 
based on settled agriculture and improved public services (Jerve 2001).
Officials interviewed at the province and district levels were putting the public into a certain 
frame of mind. Provincial forestry leaders, district governors and district deputy governors 
were generalising about the attitudes of villagers and taking it for granted that villagers 
benefit from village development funds and support. The villagers were all supposed to be 
project stakeholders and villages and households in the project area were especially 
considered project beneficiaries. There was a clear emotional appeal in each interviewee’s
expressions. 
In contrast to the quantitative survey, the qualitative analysis suggested distinct positive 
inputs from the SUFORD project. As the SUFORD project provided low-interest loans to 
villagers, households were able to improve their goods, chattel and housing situation. This 
conclusion would follow the sustainable livelihoods approach according to which all the 
capitals (natural, physical, financial, social and human) would contribute to improved welfare. 
However, it should be taken into account that one of the repeated criticisms of livelihood 
approaches is that they ignore politics and power (Scoones 2009). In this sense it might be 
that the Lao government’s policies and power relations in the communities might have had an 
impact on the improvement of the villagers’ goods and housing situation.
As part of the qualitative study the motivation of the project personnel was investigated. The 
project personnel seemed to be motivated in their work. They had also gained new knowledge 
on livelihoods and were interested in improving the conditions of the target groups for village 
development financing. The project personnel were truly interested in developing the rural 
economies and handling wider questions concerning agrarian change.
6.3 Triangulation, measurement and sampling errors
The use of multiple data sources and methods or triangulation in the present study was useful. 
The objective of triangulation, namely, seeing something from different perspectives or points 
of view in order to obtain a fix on its true position, seemed to have been reached. The study 
had two different results: a quantitative one and a qualitative one. In terms of the quantitative 
results, the conclusion was that micro credits had obviously not had an essential impact on 
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poverty in the project area. In contrast, the qualitative results suggested that the micro credits 
had significantly contributed to poverty reduction. The obvious strength of the present study 
is that the quantitative and qualitative results complement each other. 
In this study the same variable, poverty, was examined using different data collection 
techniques. In the quantitative survey questionnaires and in the qualitative survey semi-
structured interviews were used. In general, the reliability is improved when different data 
collection methods are applied. However, as it is obvious that no observations or 
interpretations are fully repeatable, triangulation also served to clarify meaning by identifying 
different ways in which the phenomenon is being seen (Flick 1998). In this study in 
particular, different materials were used in order to detect how households versus district 
leaders perceived village development financing. The quantitative methodology for household 
and village interviews differed in its interpretations from the qualitative methodology within 
provincial, district and village group level interviews. The household and village data were 
based more on facts, while the provincial, district and village group data obviously were
characterised by embellishment. It seems that triangulation facilitated the interpretation of the 
quantitative results and provided added reliability, at least to some extent. The present study 
suggests that it is best not to solely rely on qualitative research methods, that is, expert 
interviews and estimations.
In the qualitative study in particular there were obviously a courtesy bias and other culturally-
determined sources of error characteristic for the Asian context. A courtesy bias takes place 
when strong cultural norms cause respondents to hide anything unpleasant or give answers 
that the respondent thinks that the interviewer wishes to hear (Neuman 1997). A courtesy bias 
obviously occurred in SUFORD-related questions such as whether household incomes had 
increased due to SUFORD or whether the general welfare had increased thanks to SUFORD. 
This meant that the interviewees were polite both to the Lao government and to the 
researcher. Thus the opinions of forestry leaders, district governors and deputy governors 
were influenced by their dependence on their own organisation and on the government of the 
Lao PDR. In this study the official opinions of the leaders were presented and these were in 
line with the policies, rules and regulations of the government of the Lao PDR. Unofficial 
opinions are usually not presented in studies in which the programme impact is evaluated.  
In this study there most probably was a lack of basic capacity when it came to understanding 
questions. Attempts were made to avoid these biases with the help of interviewer training, by 
having several interviewers, and by checking and discussing questionnaire results among the 
interviewers after the interviews. However, having several interviewers also caused some 
problems. This meant that the researcher was, for instance, not able to control all interview 
occasions and specifically not the use of correct questions or the recording of all the answers 
of the interviewees. According to Neuman (1997, p. 259) there might be in interviews 
“intentional subversion by the interviewer” – intentional changing of answers, omission or 
rewording of questions or choosing an alternative respondent; or errors due to the 
interviewer’s expectations about a respondent’s answers based on the respondent’s 
appearance, living situation or other issues. In this study, despite the interviewer training that 
was provided, there obviously were some omissions of questions and also instances when an 
alternative respondent was chosen because the correct respondent was not at home during the 
interview time, all of which could have decreased the reliability of the results obtained.
A typical source of bias in any programme impact assessment is the non-randomness of 
programme placement and programme participation. In many cases, antipoverty programmes, 
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such as the Grameen Bank, are placed in areas with high incidence of poverty. Thus, by 
comparing the poverty level in programme and non-programme areas, researchers may 
mistakenly conclude that micro credit programmes have increased poverty. Similarly, those 
who participate may actually select themselves into a programme based on unobserved factors
such as entrepreneurial ability. Thus, by comparing behavioural outcomes, for instance, the 
per capita consumption of food and non-food items between participants and non-participants, 
evaluators may mistakenly conclude that the programme has a high impact on poverty even if 
part of the effect is due to unobserved abilities of the participants and has nothing to do with 
the programme. In other words, it is possible that observed programme effects may well be 
under- or overestimated depending on the circumstances (Khandker 2003). In this study, it 
might be that all of these biases were present. This concerns especially the non-randomness of 
programme placement but also the non-randomness of programme participation. It seems that 
the Lao government and the financiers of the SUFORD project had selected the project area. 
In this study it might be that micro credit users were more active than those who did not use a 
micro credit. In this way, it may be that micro credit users do not represent the whole 
population in the best possible manner. On the other hand, the fact remains that households 
who did not use micro credit would perhaps not have been able to pay back a loan and thus 
might not have had the ability to manage such a loan. It may also be that the loan providers 
did not wish to give micro credits to these households.
One of the critical issues in this study that remains is whether the sampling of villages was 
representative. Non-poor villages were underrepresented, as only 18 non-poor villages out of 
a total of 76 were selected. The selection of villages was determined by the baseline study of 
2005. The selection of households was carried out by random sampling. Based on the baseline 
study (Jones 2005), it appears, however, that the sample of households was representative. 
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7 CONCLUSIONS AND RECOMMENDATIONS
Improvement of education increasingly has a central role in the poverty reduction policies and 
measures of many developing countries. It seems that enhanced education would also increase 
the efficiency and effectiveness of micro credit programmes within forest-based communities. 
Based on the findings of the present study, we suggest that an adult education project be 
implemented in the provinces now studied, as our study shows that illiteracy rates are still 
high. 
In Laos, it is very unclear what will happen after the external support for village development 
funds from the World Bank and Finland ceases. The sustainability of the village development 
funds was a critical factor during the time of this study. Of the poor households more than 
half did not have any ability for financial management. Thus the capacity of the VDCs and 
villagers should be strengthened. We conclude that if sustainability is to be achieved there 
will have to be good project and financial management, an efficient collection of both the 
principal and the interest, as well as a high loan payback ratio. As a consequence of 
potentially weak sustainability and the low ability for financial management of the members 
of the VDCs, it is recommended that all the VDCs (or Village Development Funds) should 
prepare regulations concerning late repayment of loans and possible bad debts. Village 
development plans should be prepared carefully so that no delays in repayment or bad debts 
will occur as a result of the low financial management ability. It is also concluded that the 
emphasis should be placed on the importance of financial sustainability and financial 
management as a necessary condition for sustainable poverty reduction. 
Based on the findings that the ability for financial management and development planning as 
well as the capacity of district staff is still low, it is recommended that a comprehensive
monitoring and evaluation system for village financing should be established. This would 
include the regular checking of loan use, loan repayment and the correct consolidation of the 
accounts at different levels, etc. More attention should be paid to the planning and monitoring 
capacity of district staff. The insufficient technical capacity of staff limits the positive impact 
of microfinance projects. 
Additionally, in planning and monitoring, it should be noted that rural Lao villages generally 
have a strongly integrated social structure, with village elders being respected and community 
members having a well-defined sense of mutual responsibility. Villages in highland Laos can 
be regarded as self-sustaining communities relatively unconnected with larger political and 
social units, while lowland Lao communities traditionally show very limited social and 
economic stratification. 
Moreover, shared understanding and social expectations among neighbours define the actions 
and decisions of villagers. High levels of collaboration and mutual dependence between 
villagers are typical characteristics of rural communities in developing countries in general 
and in the Lao PDR in particular. Skills enhancement might also be a poverty reduction tool 
in the villages studied, based on the findings of a low education level and limited ability for
financial management among households. The Lao government policies under the New 
Economic Mechanism reform programme are designed to deal with poverty and 
underdevelopment and, obviously, with capacity building, too.
The planted land area for crops other than glutinous rice is still small in the four provinces
and the villages and households of this study. For improving crop diversification and income 
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generation it is recommended that there should be a review as to whether there is potential to 
increase village development financing and, at the same time, the land area for cash crops in 
the provinces where there seems to be a possibility to increase the cultivation of cash crops. 
This review should concentrate especially on Khammuane province and on selected villages 
in other provinces where there seems to be potential to increase the cultivation of cash crops 
due to such factors as the climatic conditions, the size of the population, the number of 
villages, the extent of land available, and access to markets and finance. The average 
household size is six persons, which seems to be sufficient for the extension of the land area 
under cash crops. A further review would also be needed concerning the planting and export 
of bananas. 
It is to be emphasized that rubber plantations will most probably provide income 
opportunities around the project area in the future. Compared to 2005 the area planted with
maize had increased, but the area is still small, which brings a further positive development in 
the area given that the price for maize has also increased. Agricultural products are still 
mainly used for food security purposes. The processing of agricultural products could be 
improved in order to generate more income. District staff, for instance, should be trained to 
train villagers in the use of new technologies and on other important issues. Agricultural 
producer groups should be established in order to strengthen farmers’ organisation, collective 
purchase of inputs, marketing, sales opportunities, negotiation power and especially in order 
to strongly combine the sustainable livelihoods approach with the markets.
The SUFORD project applied a demand-driven approach to providing village development 
funds and micro credits. Based on this approach, there was a high demand for funds and loans 
for the purposes of raising livestock, for instance. There was little or no demand for credits for 
forestry- related purposes. According to the information received from the SUFORD project,
the average household income in Laos amounted to 1,200 USD per year in 2005. With an 
average number of 82 households per village the total household income per village is 98,400
USD annually, covering both cash and non-cash income. If it is considered that during the 
three years of the study the average village income was about 300,000 USD and the amount 
of the SUFORD village development fund was 3,000 USD per village, that is, about 1% of 
the total income, it is quite clear that the impact of micro credits could not have been very 
great. It is also to be taken into account that it concerns an investment for which the impact on 
the incomes appears later on.
Based on the demand-driven approach, micro credits were provided to the poorest of the poor 
in the present study. The loan repayment capacity of the poor households was not a criterion 
for giving the loans. In some areas this led to the fact that the loan repayment rate was low. It 
might be that the best option is not to give the loans to the poorest households. Providing 
loans to those who are too poor to use credit effectively does not help any stakeholders in 
society. Food-deficit borrowers without opportunities to use credit effectively might have 
only one possibility to use their loans, that is, to use their loans for subsistence purposes. This 
can, in the worst case, lead to reduction of an already low level of self-confidence. Lenders to 
the extremely poor also have difficulties because of low repayment rates caused by borrowers 
who cannot repay, which then prevents the development of sustainable microfinance
institutions. The best option might be to provide the loans to low-income households who 
have demand for the loans to improve their livelihoods, and who have the capacity to repay 
the loans. Careful checking should, however, take place so that the concerned households 
belong to the lowest income level of the community (cf. Robinson 2001).
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Although the results on micro credits in the present study indicate that these did not have a
major impact on poverty reduction, it is recommended that micro credits be used in poverty 
reduction. In Bangladesh, India, Vietnam and elsewhere there are good experiences in using
micro credits to improve welfare. Micro credits may help the poor in consumption smoothing 
and in asset building. They can raise the expected value of income and therefore of 
consumption and future investment and asset accumulation. Providing microfinance along 
with ensuring health education (e.g. family planning) services would allow borrowers to 
escape the poverty trap. Moreover, credit should be accompanied by some kind of marketable 
skill development, which at present the poor lack and which would allow them to engage in
rewarding non-traditional activities such as self-employment.
When defining the well-being or poverty of a household, the income level is significant and 
the NTFP income should also be included. In the Lao PDR, supporting buffalo and cattle 
raising and other similar rural activities enhances local livelihoods. However, maintaining and 
supporting livelihoods based only on animal husbandry and similar activities do not leverage
the local communities out of poverty. There are some examples where the development of 
sustainable NTFP production and marketing has resulted in generating real income for local 
people and shown potential for poverty alleviation (cf. NAFRI, NUoL, SNV 2007). The 
involvement of local people in NTFP markets could offer considerable potential for income 
generation. 
There is already potential to use village development funds and credits for the purpose of 
NTFPs. It is recommended that it should be considered whether micro credits could also be 
used for NTFP entrepreneurship. The development of small and medium enterprises with 
NTFPs could offer promising opportunities for poverty reduction and sustainable forest 
management. NTFP entrepreneurship development would assist the poor households in 
reducing poverty, as the main determinant of poverty in Lao PDR is the degree of self-
sufficiency in rice production even today. This would support a higher degree of 
diversification of household livelihood strategies. The lack of land and the shortage of cash 
for investing in land improvements, which are major causes of rural poverty, could also be 
reduced. However, infrastructural links should be improved as these affect the access to 
markets for NTFPs.
New areas of research could cover improvements of study methods to obtain more relevant 
and scientifically more reliable information. There is a need for more studies in the context of 
with and without intervention. The group without an intervention, that is, the control group,
should be selected from a location different from that of the intervention, or treatment, group.
But the control group should also have the same characteristics as the treatment group (cf. 
Hulme 2000). Therefore, extreme care should be taken in the selection of control groups. 
Moreover, care should also be taken in the placement of microfinance programmes, especially 
checking whether the area really has a high incidence of poverty (cf. Khandker 2003). In the 
analysis of microfinance impact the researcher should be aware of the fact that micro credit 
borrowers might be self-selected into the programme, for instance, due to their interest and 
ability in entrepreneurship.
In this study cross-sectional material was used which meant that a periodical change among 
the households could not be observed between the years 2005 and 2008. There could be room 
for an extension study in which a regression-based model is used. In the panel analysis a 
group of people, in this case households, are surveyed periodically over a given time span.
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Overall there have not been enough of sustainable livelihoods studies with emphasis on the 
global economy and climate change. Recent studies have concentrated on analysis of poverty 
and poverty variables. It would also be feasible to reiterate the present work and to take more 
account of the markets and the clients. Worth considering would be research which combines 
the sustainable livelihoods approach with value chain analysis. In addition, there should be 
more research on the role of microfinance in post-conflict countries.
There should also be further studies on how sustainability should be assessed in connection 
with the sustainable livelihoods approach and with the roles that events vulnerable for a 
household have. There is an extensive literature on poverty profiling either at micro (village) 
or at macro (national) levels. However, there are fewer studies on aggregating micro level, 
village, observations up to the national level. There is also room for further studies with 
regard to village level poverty profiling and its subsequent application to the territory of an 
entire country. 
In this study the sustainable livelihoods approach model proved very useful for the analysis of 
the multiple dimensions of poverty. It provided the foundations for demonstrating the 
linkages between different aspects of poverty. However, further studies could concentrate 
more on studying which stresses and which shocks are decisive for the households. To fulfill 
the people-centered approach, the methodology applied in this study attempted to use 
households as the key units of analysis. This was based on the fact that the household is an 
important decision-making body in the Lao PDR since land is managed by the family and not 
by the community. In research projects more generally it would perhaps be feasible to 
implement action research. In other words, it would be good if researchers could partner with 
poor families and communities to help them achieve their aspirations in terms of personal 
safety, clean water, adequate sanitation, basic shelter, freedom from hunger and participation
in decisions which affect their lives. 
In the Lao PDR the aspirations also include the generation of good and sustainable livelihoods 
comprising better food production systems, the collection of wild food resources, and other 
income-generating activities. Further studies could thus also concentrate on how sustainability 
is assessed, and how the future generations’ livelihoods are made part of the solution. That 
goal, also expressed in the UN Millennium Declaration, has sometimes been a weak element 
in much of the livelihood analysis, despite earlier pleas.
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Appendix 1: Names of districts surveyed 
Khammuane Savannakhet Salavane Champassak
Mahaxai Phine Salavane Sanasomboun
Xaybaythong Thaphangthong Ta Oi Bachiangchaleunsom




Note: District names as used by the SUFORD project
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Khammuane 1202035 1202 Natong Poor
Khammuane 1202040 1202 Kava Poor
Khammuane 1202046 1202 KouanLouang Poor
Khammuane 1202047 1202 Khamphaleng Poor
Khammuane 1202048 1202 PhonhNady Poor
Khammuane 1202052 1202 NonhDeng Poor
Khammuane 1202056 1202 Nathone Poor
Khammuane 1202058 1202 KhamPhairNa Poor
Khammuane 1202061 1202 NamMala Poor
Khammuane 1202063 1202 DoneDong Poor
Khammuane 1202067 1202 NaSathouang Poor
Khammuane 1202069 1202 NaKathangThong Poor
Khammuane 1202080 1202 Phonelek Poor
Khammuane 1202081 1202 Sangphok Poor
Khammuane 1202084 1202 PhollMeuang Poor
Khammuane 1202085 1202 Phonedeng Poor
Khammuane 1202089 1202 Kavak Poor
Khammuane 1206016 1206 Napang Poor
Khammuane 1206075 1206 Pakouay Poor
Khammuane 1206077 1206 Mouk Poor
Khammuane 1209010 1209 Phasong Poor
Khammuane 1209011 1209 TorHeua Poor
Khammuane 1209016 1209 Nongthard Poor
Khammuane 1209024 1209 Nakhamphane Poor
Khammuane 1209031 1209 Xokthangtai Poor
Khammuane 1209042 1209 Dongnakham Poor
Khammuane 1209058 1209 Naxiengkhouan Poor
Khammuane 1209063 1209 Namotai Poor
Sub Total 28 villages 
Savannakhet 1307048 1307 Pa Dong Poor
Savannakhet 1307089 1307 NaXeng Poor
Savannakhet 1307091 1307 PhouHip Poor
Savannakhet 1310045 1310 Nathong Poor
Savannakhet 1310051 1310 Alang Poor
Savannakhet 1310052 1310 Pong Poor
Savannakhet 1315063 1315 DongBang Poor
Savannakhet 1315068 1315 SanouneNongseng Poor
Sub Total 8 villages 
Saravane 1401076 1401 PhakPheoSet Poor
Saravane 1401119 1401 Pakpong Poor
Saravane 1401164 1401 Houaylat Poor
Saravane 1402036 1402 Paloy(thonglavy) Poor









Saravane 1403064 1403 Houylay Poor
Saravane 1405033 1405 Sim Poor
Sub Total 7 villages 
Champasack 1602007 1602 Houaphou Poor
Champasack 1602008 1602 Na Poor
Champasack 1602015 1602 KengmaihiaTheung Poor
Champasack 1602026 1602 VangveurnYai Poor
Champasack 1602027 1602 VangveurnNoi Poor
Champasack 1603008 1603 Kengkia Poor
Champasack 1603013 1603 KhanhlaiNai Poor
Champasack 1603029 1603 Nongkong Poor
Champasack 1603036 1603 Phialat2 Poor
Champasack 1603040 1603 Nakeai Poor
Champasack 1605065 1605 Phommaleu Poor
Champasack 1605069 1605 Nabone Poor
Champasack 1605075 1605 Kala Poor
Champasack 1605080 1605 Khonthout Poor
Champasack 1605083 1605 NongHin Poor
Sub Total 15 villages 
Khammuane 1202065 1202 NaMarkBa2 Non-poor
Khammuane 1208036 1208 BanSome Non-poor
Khammuane 1208048 1208 Nonkate Non-poor
Khammuane 1209027 1209 Kengchone Non-poor
Khammuane 1209053 1209 Naphao Non-poor
Sub Total 5 villages 
Savannakhet 1304073 1304 NaThong Non-poor
Savannakhet 1307042 1307 NaXuark Non-poor
Savannakhet 1308143 1308 Nonsombath Non-poor
Savannakhet 1315056 1315 Nailay Non-poor
Sub Total 4 villages 
Saravane 1401121 1401 Khamthong Non-poor
Saravane 1405013 1405 Dongmone Non-poor
Saravane 1405014 1405 Sa Mia Non-poor
Saravane 1407022 1407 Namitai Non-poor
Saravane 1407027 1407 Nongke Non-poor
Sub Total 5 villages 
Champasack 1603015 1603 Latbok Non-poor
Champasack 1603060 1603 ThongPhao Non-poor
Champasack 1605037 1605 Nakhamgnai Non-poor
Champasack 1605077 1605 KeaileaiNhai Non-poor
Sub Total 4 villages 
Total All Villages 76
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Appendix 3: Village and household questionnaires
Village questionnaire
(Village questionnaire) 
1.1 In Lao language all the questions
1.1.1 (Province) 
 1.1.2 (Village name)
 1.1.3  ( Poor  village = 1, Non-poor village = 2)
1.2 no. houses in villages 
1.3 no. households
1.3.1 no. families




1.4 What is the main ethnic group in the village?
1.5 no. households with wet rice
1.6 no. households with upland rice
1.7 2 no any villagers with rice deficiency
1 yes
1.8 How many households?








Infrastructure of the village
3.1 The road
2 Has this village access to road by car?
3.1.1 1
3.1.1.1 If yes, when? 1 through the year
2 in dry season
3.2 Health care
3.2.1 Any dispensary/health services in village?
no
yes









 3.2.2.1 Dam 1           2
 3.2.2.2 Well   1           2
 3.2.2.3 Borehole, protected  1  2
 3.2.2.4 Borehole, unprotected 1  2
 3.2.2.5 Stream 1  2
 3.2.2.6 River 1  2





Is there a school located in 
this village?
2 no
What is the 
level of the 
school?















How far is the nearest primary school attended 
by children of this village?
3.3.4 What are the numbers of teachers and students in primary school?
 3.3.4.1 Teacher
 3.3.4.2 Student
Activities for forest development
 4.1.1 For which forestry activities has salary been received?
1=yes; 2=no Number of employee Total income (kip)
4.1.1.1 Forest inventory:      1            2 4.1.1.2 4.1.1.3
4.1.1.4 Timber harvesting:      1            2 4.1.1.5 4.1.1.6
4.1.1.7 Timber moving:      1            2 4.1.1.8 4.1.1.9
4.1.1.10 Forest cleaning:      1            2 4.1.1.11 4.1.1.12
4.1.1.13 Others (specify):      1            2 4.1.1.14 4.1.1.15
     1            2
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 4.1.2
Has the village received 






What has been the 
total revenue from 
the timber sales?
What are all respondents' positions in VFO and their implementation activities?
Respondent's name
 5.1
Respondent's position in VFO




Male = 1                   Female =  2
 5.3
Respondent's ethnic origin?    See for  ethnic code
5.4
Respondent's household status?
Poor = 1        Middle = 2            Sufficiency =  3
 5.5 
Respondent's ability for financial 
management
Primary level  = 1        Middle level =  2       High  level = 3
5.6
Respondent's ability for village development 




Problems and opportunities related to village development financing within the 
SUFORD
6.1
What is the main problem with village development financing by the villagers 
related to SUFORD?
6.2
What is the main solution to the above 
problem?
6.3
What is the welfare situation in the village compared to 3 years 
ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.4
What is the situation of access to education compared to 3 years 
ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.5
What is the situation of health services compared to 3 years 
ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.6 What is the water sources situation compared to 3 years ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
161
good=3
6.7 What is the state of the roads compared to 3 years ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.8 What is the food security situation compared to 3 years ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.9 What is the livestock situation compared to 3 years ago?
extremely poor=-3; very poor=-2; poor=-1; good=1; very good=2; extremely 
good=3
6.10
How much has village income from employment in forest activities increased 
because of SUFORD activities until now?
not at all=1; a little=2; a lot=3
6.11
How much has revenue from sale of timber increased because of SUFORD 
activities until now?
not at all=1; a little=2; a lot=3
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Household Questionnaire
no. Question/Query answer explanation





1.2 District name and code for codes see a separate paper
1.3 Village name and code for codes see a separate paper
1.4 Type of village,
urban =1 staff don't ask - just fill in
rural = 2 staff don't ask - just fill in
1.5  Enumeration area, 
poor =1 staff don't ask - just fill in
non-poor = 2 staff don't ask - just fill in
1.6 Respondent – man, head of household, name and code (male=1)





1.10 Total number, persons
1.11 Number of men, persons
1.12 Number of women, persons
1.13 Ethnic origin (for codes see a separate paper)
Education and literacy









2.5.3  Attended school (man), 
yes = 1
no = 2
 2.5.4  Attended school (woman), 
yes = 1
no = 2
 2.5.5 Reason for never attending school (man), 
too young =1
high cost for study=2
no interest =3
busy (work)=4
no school/school is too far=5
illness=6
other=7
 2.5.6   Reason for never attending school (woman),
too young =1
high cost for study=2
no interest =3
busy (work) = 4




 2.5.7 Are you studying (man), 
yes = 1
no = 2
 2.5.8 Are you studying (woman), 
yes = 1
no = 2















3.1  Have you joined VFO
yes=1
no=2


















wet season annual cropping for year assume for 2007 wet season
4.1 crop 1: name, code and production=1; no production=2
for codes see a separate 
paper
4.2 crop 1: area planted (ha) 
4.3 crop 1: area harvested (ha) 
4.4 crop 1: total production: kg
4.5 crop 1: yield (kg/ha) staff don't ask - just count and fill in
4.1 crop 2: name, code and production=1; no production=2
4.2 crop 2: area planted (ha) 
4.3 crop 2: area harvested (ha) 
4.4 crop 2: total production: kg
4.5 crop 2: yield (kg/ha) staff don't ask - just count and fill in
4.1 crop 3: name, code and production=1; no production=2
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4.2 crop 3: area planted (ha) 
4.3 crop 3: area harvested (ha) 
4.4 crop 3: total production: kg
4.5 crop 3: yield (kg/ha) staff don't ask - just count and fill in
4.1 crop 4: name, code and production=1; no production=2
4.2 crop 4: area planted (ha) 
4.3 crop 4: area harvested (ha) 
4.4 crop 4: total production: kg
4.5 crop 4: yield (kg/ha) staff don't ask - just count and fill in
dry season annual cropping for year assume for 2006/07 dry season
5.1 crop 1: name, code and production=1; no production=2
for codes see a separate 
paper
5.2 crop 1: area planted (ha) 
5.3 crop 1: area harvested (ha) 
5.4 crop 1: total production: kg
5.5 crop 1: yield (kg/ha) staff don't ask - just count and fill in
5.1 crop 2: name, code and production=1; no production=2
5.2 crop 2: area planted (ha) 
5.3 crop 2: area harvested (ha) 
5.4 crop 2: total production: kg
5.5 crop 2: yield (kg/ha) 
5.1 crop 3: name, code and production=1; no production=2
5.2 crop 3: area planted (ha) 
5.3 crop 3: area harvested (ha) 
5.4 crop 3: total production: kg
5.5 crop 3: yield (kg/ha) 
5.1 crop 4: name, code and production=1; no production=2
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5.2 crop 4: area planted (ha) 
5.3 crop 4: area harvested (ha) 
5.4 crop 4: total production: kg
5.5 crop 4: yield (kg/ha) 
semi-perrenial perrenial crops - fruits etc, assume harvests in 2007
4.1; 
5.1
crop 1: name, code and production=1; no 
production=2
for codes see a separate 
paper
4.2; 
5.2 crop 1: area planted (ha) 
4.4; 
5.4 crop 1: total production: kg
4.5; 
5.5 crop 1: yield (kg/ha) 




crop 2: name, code and production=1; no 
production=2
4.2; 
5.2 crop 2: area planted (ha) 
4.4; 
5.4 crop 2: total production: kg
4.5; 
5.5 crop 2: yield (kg/ha) 
4.1; 
5.1
crop 3: name, code and production=1; no 
production=2
4.2; 
5.2 crop 3: area planted (ha) 
4.4; 
5.4 crop 3: total production: kg
4.5; 
5.5 crop 3: yield (kg/ha) 
4.1; 
5.1
crop 4: name, code and production=1; no 
production=2
4.2; 
5.2 crop 4: area planted (ha) 
4.4; 
5.4 crop 4: total production: kg
4.5; 




crop 1: name, code and production=1; no 
production=2
for codes see a separate 
paper
4.2; 
5.2 crop 1: area planted (ha) 
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4.4; 
5.4 crop 1: total production: kg
4.5; 
5.5 crop 1: yield (kg/ha) 
staff don't ask - just count 
and fill in
crop 2: name
crop 2: area planted (ha) 
crop 2: total yield: kg
crop 2: yield (kg/ha)
crop 3: name
crop 3: area planted (ha) 
crop 3: total yield: kg
crop 3: yield (kg/ha) 
6.1 Sufficiently rice for all year consumption, 
yes=1
no=2
6.2 How many months rice deficiency, months?





very good = +2
extremely good = + 3
6.4 What is the total area of farmland of your household, hectares
Livestockcropping activities 
7.1 Number of cattle, (head)
7.2  Number of buffaloes, (head)
7.3  Number of local pigs, (head)
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7.4  Number of cross bred pigs, (head)
7.5 Number of sheep, number (head)
7.6 Number of horses, number (head)
7.7  Number of elephants, number (head)
7.8 Number of goats, number (head)
















8.2 Distance to main water source in rainy season, meters
8.3 Is there enough water to use in rainy season,
yes=1
no=2









8.5 Meters to main water source in dry season, meters
8.6 Is there enough water to use in dry season, 
yes=1
no=2







Other economic activites and income
9.1 Have you operated any business for production and services, 
yes=1
no=2









9.3 Income from business in last 12 months, kip
9.4 Any income from wage from government?
yes=1
no=2
9.5 How much income from government wage in last 12 months, kip 
9.6 Any income from wage from private company?
yes=1
no=2
9.7 How much income from private company in last 12 months, kip
9.8 Any income from wage from employment in forest
yes=1
no=2
9.9 How much income from employment in forest in last 12 months, kip
9.10  Any income from relatives?
yes=1
no=2
9.11 How much income from relatives in last 12 months, kip




9.13 How much income from sale of own agricultural products in last 12 months, kip
9.14 Which is the main crop (for codes please see a separate paper)
9.15 Value of cattle sales in last 12 months, kip
9.16 Value of buffalo sales in last 12 months, kip
9.17 Value of local pig sales in last 12 months, kip
9.18 Value of cross bred pig sales in last 12 months, kip
9.19 Value of goat sales in last 12 months, kip
9.20 Income from sale of forest animals, fish products?
yes=1
no=2
9.21 How much income from sale of forest animals in last 12 months, kip
9.22 Any income from sale of timber?
yes=1
no=2
9.23 How much income from sale of timber in last 12 months, kip
9.24 Any income from sale of firewood,
yes=1
no=2
9.25 How much income from sale of firewood in last 12 months, kip
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9.26 Any income from sale of charcoal?
yes=1
no=2
9.27 How much income from sale of charcoal in last 12 months, kip
9.28 Any income from sale of bamboo?
yes=1
no=2
9.29 How much income from sale of bamboo in last 12 months, kip
9.30 Any income from sale of NTFP?
yes=1
no=2
9.31 How much income from NTFPs in last 12 months, kip




Goods and chattel, and housing situation




good = + 1
very good = + 2
extremely good =+ 3
174







Involvement in SUFORD activities





If yes, how much have your household's 
incomes increased because of SUFORD 




9.37 Do you expect more income because of SUFORD activities
yes=1
no=2
9.38 Situation to reach customers compared to 3 




good = + 1
very good = + 2
extremely good =+ 3
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        A
ppendix 4: C
orrelations in relation to poor and non-poor households and m
utual correlations betw
een independent variables 
1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  
p e r s o n s
1 . 1 1  N u m b e r  o f  m e n i n  
H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( f w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  
( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y   f o r  
d e v e l o p m e n t  p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  
p a r t i c i p a t e d  i n  S U F O R D  
a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  
G l u t R i c e  ( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  
a l l  y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  
s i t u a t i o n  c o m p a r e d  t o  3  
y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  
o f  f a r m l a n d  o f  y o u r  



























































1 . 9  H o u s e h o l d  

















































































1 . 5  E n u m e r a t i o n  






































































































































1 . 7  R e s p o n d e n t  
























7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  l i v e s t o c k  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  i n  
r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  i n  
d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  s o u r c e s  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  y e a r s  
a g o
9 . 3 4 b  H o u s e  t y p e  c o m p a r e d  t o  
3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -           
2  5 0 0  0 0 0  K i p


















































1 . 9  H o u s e h o l d  





































































1 . 5  
E n u m e r a t i o n  





























































1 . 6  






























































1 . 7  
R e s p o n d e n t  





















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  p e r s o n s
1 . 1 1  N u m b e r  o f  m a l e s  i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  ( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  ( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  ( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r  d e v e l o p m e n t  
p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  i n  
S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  ( k g / h a ) ,  
w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  y e a r  
c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f






















































1 . 1 0  T o t a l  n u m b e r










































































1 . 1 1  N u m b e r  o f  

















































































1 . 1 3  E t h n i c  















































































2 . 5 . 1  R e a d / w r i t e  






















7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  l i v e s t o c k  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  i n  
r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  i n  
d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  s o u r c e s  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  y e a r s  
a g o
9 . 3 4 b  H o u s e  t y p e  c o m p a r e d  t o  
3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -           
2  5 0 0  0 0 0  K i p
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1 . 1 1  N u m b e r  o f  m e n










































































1 . 1 3  E t h n i c  




































































2 . 5 . 1  
R e a d / w r i t e  a  





















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  
p e r s o n s
1 . 1 1  N u m b e r  o f  m e n   i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  
( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r
d e v e l o p m e n t  p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  
i n  S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f  













































2 . 5 . 2  R e a d / w r i t e  


































































2 . 5 . 3  A t t e n d e d  


































































2 . 5 . 4  A t t e n d e d  


































































3 . 3 b  A b i l i t y  i n  
f i n a n c i a l  























7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  
h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  
l i v e s t o c k  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  
i n  r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  
t o  u s e  i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  
i n  d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  
t o  u s e  i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  
s o u r c e s  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 4 b  H o u s e  t y p e  
c o m p a r e d  t o  3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  
K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -
2  5 0 0  0 0 0  K i p




















































2 . 5 . 2  R e a d / w r i t e  






































































2 . 5 . 3  
A t t e n d e d  
s c h o o l  








































































2 . 5 . 4  A t t e n d e d  
s c h o o l  




































































3 . 3 b  A b i l i t y   f o r  




















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  
p e r s o n s
1 . 1 1  N u m b e r  o f  m e n   i n  
H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  
( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  i n  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  i n  
d e v e l o p m e n t  p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  
p a r t i c i p a t e d  i n  S U F O R D  
a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  
G l u t R i c e  ( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  
s i t u a t i o n  c o m p a r e d  t o  3  
y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  
o f  f a r m l a n d  o f  y o u r  



























































3 . 4 b  A b i l i t y  f o r
d e v e l o p m e n t  
















































































3 . 1 b  A r e  y o u  a  










































































9 . 3 5 b  H a v e  y o u  
p a r t i c i p a t e d  i n  



















































































4 . 4  P r o d u c t i o n  
o f  G l u t R i c e  
( k g ) ,  w e t  























7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  
h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  l i v e s t o c k  
s i t u a t i o n  n o w  c o m p a r e d  t o  
3  y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  
i n  r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  t o  
u s e  i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  
i n  d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  t o  
u s e  i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  
s o u r c e s  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 4 b  H o u s e  t y p e  c o m p a r e d  
t o  3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -
2  5 0 0  0 0 0  K i p





















































3 . 4 b  A b i l i t y  f o r  
d e v e l o p m e n t  









































































3 . 1 b  A r e  y o u  
a  m e m b e r  o f  




































































9 . 3 5 b  H a v e  y o u  
p a r t i c i p a t e d  i n  






































































4 . 4  P r o d u c t i o n  o f  
G l u t R i c e  ( k g ) ,  w e t  




















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  
p e r s o n s
1 . 1 1  N u m b e r  o f  m e n   i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  
( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r  
d e v e l o p m e n t  p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  
i n  S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f  

























































4 . 5  Y i e l d  o f  
G l u t R i c e  ( k g / h a ) ,  















































































6 . 1  S u f f i c i e n t l y  
r i c e  f o r  a l l  y e a r  















































































6 . 3 b  F o o d  
s e c u r i t y  
s i t u a t i o n  
c o m p a r e d  t o  3  

















































































6 . 4  W h a t  i s  t h e  
t o t a l  a r e a  o f  
f a r m l a n d  o f






















7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  l i v e s t o c k  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  i n  
r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  t o  
u s e  i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  i n  
d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  t o  
u s e  i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  
s o u r c e s  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  y e a r s  
a g o
9 . 3 4 b  H o u s e  t y p e  c o m p a r e d  
t o  3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -         
2  5 0 0  0 0 0  K i p




















































4 . 5  Y i e l d  o f  
G l u t R i c e  ( k g / h a ) ,  







































































6 . 1  S u f f i c i e n t l y  
r i c e  f o r  a l l  y e a r









































































6 . 3 b  F o o d  
s e c u r i t y  
s i t u a t i o n  
c o m p a r e d  t o  3  










































































6 . 4  W h a t  i s  t h e  
t o t a l  a r e a  o f  
f a r m l a n d  o f  





















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  p e r s o n s
1 . 1 1  N u m b e r  o f  m e n   i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  ( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r  d e v e l o p m e n t  
p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  
i n  S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  ( k g / h a ) ,  
w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f  































































7 . 1  N u m b e r  o f  


















































































7 . 2  N u m b e r  o f  
















































































7 . 3  N u m b e r  o f  






































































7 . 8  N u m b e r  o f  






















7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  l i v e s t o c k  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  i n  
r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  i n  
d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  s o u r c e  
i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  t o  u s e  
i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  s o u r c e s  
s i t u a t i o n  n o w  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  y e a r s  
a g o
9 . 3 4 b  H o u s e  t y p e  c o m p a r e d  t o  
3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -           
2  5 0 0  0 0 0  K i p



















































7 . 1  N u m b e r  o f  










































































7 . 2  N u m b e r  o f  





































































7 . 3  N u m b e r  o f  



































































7 . 8  N u m b e r  o f  





















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a l e
1 . 7  R e s p o n d e n t  f e m a l e
1 . 1 0  T o t a l  n u m b e r  o f  p e r s o n s
1 . 1 1  N u m b e r  o f  m a l e s  i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  ( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r  d e v e l o p m e n t  
p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  
i n  S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f  





























































7 . 1 7 b  W h a t  i s  t h e  
l i v e s t o c k  s i t u a t i o n  n o w  








































































8 . 1 b  M a i n  
s o u r c e  o f  w a t e r  









































































8 . 2  M e t e r s  t o  
m a i n  w a t e r  
s o u r c e  i n  r a i n y  






































































8 . 3  I s  t h e r e  
e n o u g h  w a t e r  
t o  u s e  i n  r a i n y  























7 . 1  N u m b e r  o f  c a t t l e ,  h e a d
7 . 2  N u m b e r  o f  b u f f a l o s ,  
h e a d
7 . 3  N u m b e r  o f  l o c a l  p i g s
7 . 8  N u m b e r  o f  g o a t s
7 . 1 7 b  W h a t  i s  t h e  
l i v e s t o c k  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
8 . 1 b  M a i n  s o u r c e  o f  w a t e r  
i n  r a i n y  s e a s o n
8 . 2  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  r a i n y  s e a s o n
8 . 3  I s  t h e r e  e n o u g h  w a t e r  
t o  u s e  i n  r a i n y  s e a s o n
8 . 4 b  M a i n  s o u r c e  o f  w a t e r  
i n  d r y  s e a s o n
8 . 5  M e t e r s  t o  m a i n  w a t e r  
s o u r c e  i n  d r y  s e a s o n
8 . 6  I s  t h e r e  e n o u g h  w a t e r  
t o  u s e  i n  d r y  s e a s o n
8 . 7 b  W h a t  i s  t h e  w a t e r  
s o u r c e s  s i t u a t i o n  n o w  
c o m p a r e d  t o  3  y e a r s  a g o
9 . 3 3 b  G o o d s  a n d  C h a t t e l  
s i t u a t i o n  c o m p a r e d  t o  3  
y e a r s  a g o
9 . 3 4 b  H o u s e  t y p e  
c o m p a r e d  t o  3  y e a r s  a g o
A l l  i n c o m e s  o f  t h e  H H
L o w  I n c o m e  < 3 0 0  0 0 0  
K i p
M i d d l e  I n c o m e  3 0 0  0 0 0 -
2  5 0 0  0 0 0  K i p






















































7 . 1 7 b  W h a t  i s  t h e  
l i v e s t o c k  s i t u a t i o n  n o w  

































































8 . 1 b  M a i n  
s o u r c e  o f  w a t e r  






































































8 . 2  M e t e r s  t o  
m a i n  w a t e r  































































8 . 3  I s  t h e r e  
e n o u g h  w a t e r  t o  




















1 . 9  H o u s e h o l d  s t a t u s
1 . 5  E n u m e r a t i o n  a r e a
1 . 6  R e s p o n d e n t  m a n
1 . 7  R e s p o n d e n t  w o m a n
1 . 1 0  T o t a l  n u m b e r  o f  
p e r s o n s
1 . 1 1  N u m b e r  o f  m e n   i n  H H
1 . 1 3  E t h n i c  o r i g i n
2 . 5 . 1  R e a d / w r i t e  a  l e t t e r  
( m a n )
2 . 5 . 2  R e a d / w r i t e  a  l e t t e r  
( w o m a n )
2 . 5 . 3  A t t e n d e d  s c h o o l  ( m a n )
2 . 5 . 4  A t t e n d e d  s c h o o l  
( w o m a n )
3 . 3 b  A b i l i t y  f o r  f i n a n c i a l  
m a n a g e m e n t
3 . 4 b  A b i l i t y  f o r
d e v e l o p m e n t  p l a n n i n g
3 . 1 b  A r e  y o u  a  m e m b e r  o f  
V D C ?
9 . 3 5 b  H a v e  y o u  p a r t i c i p a t e d  
i n  S U F O R D  a c t i v i t i e s
4 . 4  P r o d u c t i o n  o f  G l u t R i c e  
( k g ) ,  w e t  s e a s o n
4 . 5  Y i e l d  o f  G l u t R i c e  
( k g / h a ) ,  w e t  s e a s o n
6 . 1  S u f f i c i e n t l y  r i c e  f o r  a l l  
y e a r  c o n s u m p t i o n
6 . 3 b  F o o d  s e c u r i t y  s i t u a t i o n  
c o m p a r e d  t o  3  y e a r s  a g o
6 . 4  W h a t  i s  t h e  t o t a l  a r e a  o f  



















































8 . 4 b  M a i n  
s o u r c e  o f  
w a t e r  i n  d r y  










































































8 . 5  M e t e r s  
t o  m a i n  
w a t e r  
s o u r c e  i n  










































































8 . 6  I s  t h e r e  
e n o u g h  w a t e r  
t o  u s e  i n  d r y  









































































8 . 7 b  W h a t  i s  
t h e  w a t e r  
s o u r c e s  
s i t u a t i o n  n o w  
c o m p a r e d  t o  
















































































9 . 3 3 b  G o o d s  
a n d  C h a t t e l  
s i t u a t i o n  
c o m p a r e d  t o  
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Appendix 5: Probability (p) to belong to non-poor households in each province, the most 





































(0=less than 1500 















1 6 6 2 1 2 98,6 %
0 1 1 0,8 0 0 0,4 %
Savannakhet province
Physical capital: Physical capital: Natural capital:
Goods and chattel
situation compared 
to 3 years ago (1=ext 
poor, 6=ext good)
House type compared 
to 3 years ago (1=ext 
poor, 6=ext good)
Glutinous rice production, 
wet season (0=less than 
1500 kg, 1=equal to or





6 6 1 96,9 %
1 1 0 0,7 %
Salavane province
Physical capital: Physical capital: Natural capital: Natural capital:
Goods and chattel
situation compared 










(0=less than 1500 kg, 













6 6 1 2 95,5 %
1 1 0 0 0,9 %
Champassak province





to 3 years ago (1=ext poor, 
6=ext good)
House type compared 
to








6 6 1 100,0 %
1 1 0 0,0 %
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Appendix 6: Timber benefit sharing system
The procedures for selling of timber in the SUFORD areas are as follows: 
(1) A floor price is established each year by the Ministry of Commerce. The floor price 
includes a price per m3 for each of the commercial species. It also includes a fixed provision 
for "other costs". These other costs include logging costs, taxes and fees for inventories and 
reforestation. Costs for certification have been included for pilot areas. The cost of 
certification should also be included for all areas if it is introduced on a larger scale which 
would amount to about 1 USD per m3. In 2007 the total level of these provisions was USD 50 
for the southern provinces and USD 70 for the Northern provinces. The royalty rates are 
adjusted so that the total floor price for each species is the same in all provinces. 
(2) A log list of logs harvested and transported to the second landing is prepared based on 
scaling of the logs. The list includes information on logs by species, volume and quality 
grades. 
(3) Based on the log list a tender for the logs concerned in the list is issued. 
(4) Based on log lists and the floor price list a minimum price for each log list is prepared. 
(5) Based on the tendering procedure the highest bid above the minimum price is selected. 
The residual price after having deducted the floor price from the bidding price is called the 
Additional Revenue (Ljungman and Sophathilath 2007).
The costs included in the floor price are distributed as follows: (1) Royalty goes to National 
Treasury; (2) Tax goes to National Treasury; (3) Tree planning and forest inventory fees are 
allocated to the provincial accounts of the Forest Development Fund (FDF); (4) Logging fees 
are allocated to the provincial logging units, villagers and contractors. The Additional 
Revenue is to be shared as follows:
 30% is transferred to the national budget as additional royalty;
 20% is allocated to the Forest Development Fund (Forest Law article 47);
 25% shall be allocated to the operation costs for implementing the annual operations 
plan; and 
 25% shall be allocated to the Village Development Fund.
In the long run it is expected that forest revenues will play a major role in financing village 
development. Since the government's policy is to promote poverty reduction, it is envisaged 
that village development projects would not only include village level infrastructure projects, 
but also projects promoting income-generation and food and livelihood security for poor
households. This calls for revenues from harvesting that is commensurate with such 
objectives and at a level which would be perceived as an important incentive for participation 
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